“Australian Accountant 





Published monthly by the Accountants Publishing Co. Ltd. 
for the Australian Society of Accountants, the Australasian Institute of Cost Accountants 
and the New Zealand Institute of Cost Accountants (Inc.) 





1961 


NUMBER 6 


UNE, 


OLUME 31 


DITORIAL STAFF: 

ditor: F. G. Dickinson 

ssociate Editors: 

Taxation: D. C. Wilkins 

legal: L. C. Voufnard 

Cost Accounting: A. H. Blamey 


Editorial Office: 


B7 Queen Street, Melbourne 
elephone: 62-5861 


bngle Copy: Three shillings 


dvertising Representatives: 
opkins & Reilly 


852-566 Victoria Street, 
orth Melbourne 


CONTENTS 


Meetings of General Council 
Address at Annual Meeting of Society: W. P. Henson 
Annual Meeting and Associated Functions 


Taxation of Income of Superannuation Funds: D. C. 
Wilkins 


Interest Paid by Companies: D. C. Wilkins 
Notes on Selected Tax Cases: D. C. Wilkins 
Export Development: D. C. Wilkins 


Recent Legal Decisions: L. C. Voumard 
Current Problems Discussed in Overseas Journals 


The Background for Soviet Financial Accounting at 
the Firm Level: E. Joe DeMaris 

Cycle Billing—Its Techniques and Place in Modern 
Business: R. M. Hadley 

Design of Information Systems and the Application 
of Electronic Computers: B. J. McMahon 

The Nature of Intangible Assets: V. M. Levy 

By-Laws Relating to Professional Conduct (Aus- 
tralian Society of Accountants) 

Students’ Section:— 


An Introduction to Accountancy: 
Austin Donnelly 


Register of Members 

Eighth International Congress of Accountants 
News and Notes 

New Books 


Letter to the Editor, 298. Book Review, 338. 


Page 
277 
281 
283 


285 
288 
289 
291 
294 
297 


299 
309 


315 





Opinions expressed by the editors and contributors are their 
own and not necessarily endorsed by the Australian Society of 
Accountants, the Australasian Institute of Cost Accountants, 
or the New Zealand Institute of Cost Accountants (Inc.). 

















Why executives expect 
more than job experience 
in men aiming for 
promotion... 


Do you know the qualities that give advantage in the man 
moving ahead? 
The seasoned executive knows firsthand how responsibilities grow as 
you step up to bigger jobs. Most often these responsibilities take you 
into situations and areas of human relationship where job experience 
alone cannot guide you. 
That is why an employer, and most other thinking executives, look 
for personal growth traits in addition to job knowledge when you are 
considered for advancement. Among the characteristics employers seek: 

® Decision-making ability ® Motivating abilities 

® Speaking skills ® Confident attitude 

@® Human relations insight 


These qualities or any combination of them, generate self-confidence. 
They strengthen your judgment and your ability to work with and 
through others. A man who develops them with his work experience 
readies himself to move toward the position, prestige and rewards 
he wants 

Today an ever-increasing number of successful executives are Dale 
Carnegie graduates. From personal experience they recommend this 
training to promising associates and employees. More men and women 
discover every year that Dale Carnegie training develops innate abilities 
that make them much more valuable to their companies and themselves. 


The Dale Carnegie Course has demonstrated its worth to: 
Companies — by helping them build up a bank of promotable men. 
800,000 Individuals—by equipping them to meet new responsibilities. 


Develop Confidence — Speak Effectively — Prepare for 


Leadership — this year’s programme is of greater significance in 
personal development than ever before. 





Information and free explanatory literature gladly supplied. Call, 
telephone or write our nearest address. No obligation is incurred. 


DALE CARNEGIE 


Dale Carnegie Courses 


Sponsor in Australasia: HEMINGWAY ROBERTSON P/L. 


122 Bank House - Bank Place . Melbourne 
122 Barrack House - 16 Barrack Street - Sydney 


(Dale Carnegie Training is available in all States of the Commonwealth) 
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Australian Society of Accountants 





MEETINGS OF GENERAL COUNCIL 


Held in Melbourne, 10-14 April, 1961 








EETINGS of the General Council 
were held in Melbourne from 10 
to 14 April and attended by Mr. W. P. 
Henson (N.S.W.), President (in the chair) 
and Messrs. L. A. Braddock (S.A.), R. 
F. Butt (Q’ld.), J. G. Cooper (Tas.), C. 
K. Davies (Vic.), A. E. Dent (N.S.W.), 
A. S. Donnelly (Q’ld.), G. E. Fitzgerald 
(Vic.), G. F. George (S.A.), G. A. 
Gordon (W.A.), J. M. Groom (W.A.), 
H. R. Irving (N.S.W.), J. G. Orr 
(Q'd.), O. H. Paton (N.S.W.), E. A. 
Peverill (Vic.), R. S. Sharp (Vic.), A. 
F. J. Sutherland (Vic.) and the General 
Registrar (Mr. C. W. Anderson). 


In opening the meeting, the President 
extended a welcome to Messrs. H. R. 
Irving and R. S. Sharp who had been ap- 
pointed to General Council in place of 
Messrs. C. R. Hicking and L. H. Dillon 
respectively who had not offered them- 
selves for re-election. He extended a wel- 
come also to the two substitute Council- 
lors — Messrs. A. S. Donnelly (in place 
of Mr. W. T. Reid) and G. F. George 
(in place of Mr. C. L. Hargrave) — and 
to the representative of The Australasian 
Institute of Cost Accountants, Mr. A. F. 
J. Sutherland. 


General Council noted the retirement 
of Messrs. C. R. Hicking and L. H. Dil- 
lon with great regret and placed on 
record its deep appreciation of their ser- 
vices to the development of the Society 
since its formation and to the profession 
generally over many years. Mr. C. R. 
Hicking was the first President of the 
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Society and, during his two years of 
office, devoted an immense amount of 
time to problems associated with the 
welding together of the amalgamating 
bodies and the placing of the Society on 
a firm basis in a comparatively short 
space of time. He was a member of the 
Executive until his resignation from that 
committee in June, 1960, and had also 
served as chairman of both the Account- 
ing Research and Membership Commit- 
tees. Mr. L. H. Dillon had been a mem- 
ber of General Council since 1955 and 
had taken an active part on its various 
committees. His contributions to the 
work of the Education, Finance and Ac- 
counting Research Committees had been 
particularly valuable. 


The following notes on decisions 
reached at the meeting are of necessity 
confined to matters of general interest. 


Activities of the Society in S.E. Asia 


Activities of the Society in South-East 
Asian countries and developments which 
had taken place in the areas generally 
during the year were noted by General 
Council. 


General Council appointed Mr. K. A. 
Middleton a member of the Local Com- 
mittee of Advice in Singapore to fill the 
vacancy caused by the resignation of Mr. 
G. T. Holloway, who had left the 
country. It approved also of the appoint- 
ment of two additional members to the 
committee there and asked the existing 
members for nominations for the pur- 
pose. Mr. E. S. Thomas was appointed 
a member of the Local Committee of 
Advice in Malaya in place of Mr. R. F. 
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At the meetings of General Council in Melbourne. 
Fitzgerald (Vic.), C. W. Andersen (General Registrar), W. 


Seated (left to right): Messrs. GE. 
P. Henson (N.S.W.) President, 


J: M. Groom (W.A.) Vice-President, C. K. Davies (Vic.) Hon. Treasurer, L. A. Braddock 
(S.A.) Vice-President, G. F. George (S.A.), J. G. Cooper (Tas.). Back row (left to right): 
Mr. A. S. Donnelly (Q’Id.), Miss M. R. Garbutt (Administrative Officer), Messrs. E. A. 
Peverill (Vic.), R. S. Sharp (Vic.), G. A. Gordon (W.A.), A. F. J. Sutherland (Vic.), O. H. 
Paton (N.S.W.), H. R. Irving (N.S.W.), A. E. Dent (N.S.W.), R. F. Butt (Q’ld), J. G. Orr (Q’Id.). 


White who had resigned. Dr. W. S. 
Wong, formerly Local Representative of 
the Society in Hong Kong, was appointed 
a member of the Local Committee there 
and Mr. Baldwin Wong was appointed 
the Local Representative in his place. 


International Congress and Regional 
Conference of Accountants — 1962 


Consideration was given to an invita- 
tion from the President of the Inter- 
national Congress of Accountants, to be 
held in New York in 1962, for the 
Society to be officially represented at the 
Congress, to appoint a vice-chairman of 
one of the technical sessions and to 
nominate an author of a paper. General 
Council decided that the invitation 
should be accepted. It decided also that 
the Society should be officially repre- 
sented at the next Asian and Pacific Ac- 
counting Conference to be held in Tokyo 
soon after the International Congress. 


The Australasian Institute of Cost 
Accountants 


General Council approved of the re- 
quest of the General Council of the Insti- 
tute that provision be made in the Arti- 
cles of Association for observers of the 
Institute on the General and Divisional 
Councils of the Society to be made full 
members of such Councils. 
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Uniform Company Legislation 

General Council noted the action 
taken during the year regarding the Uni- 
form Companies Bill which had been 
drafted under the direction of a Commit- 
tee of Commonwealth and State Attor- 
neys-General. In anticipation of the 
views of the Society being sought on the 
provisions of the draft Bill, arrangements 
had been made for recommendations to 
be submitted by each Divisional Council 
and for such recommendations to be 
consolidated by a committee of New 
South Wales members, in which State 
the Secretariat of the drafting committee 
was located. The short time available in 
which national organisations were asked 
to submit their comments prevented the 
mature consideration -which such an im- 
portant measure warranted. The Presi- 
dent and Messrs. G. E. Fitzgerald and 0. 
H. Paton had subsequently discussed the 
views of the Society with representatives 
of the Institute of Chartered Accountants 
in Australia, when it was agreed that the 
comments of both bodies should be in- 
corporated in a joint submission to the 
Attorneys-General. General Council de- 
cided that the various Divisional Coun- 
cils be asked to convey its appreciation 
to all concerned with the preparation of 
the thoughtful recommendations and 
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their collation for inclusion in the joint 
submission. 


Bills of Exchange Act 


The Executive Committee reported 
that a committee of the New South 
Wales Division had completed, during 
the year, its examination of the Bills of 
Exchange Act. It reported also that, as 
the Commonwealth Committee of In- 
quiry had not yet been appointed as an- 
nounced by the Prime Minister in 1959, 
a communication had been sent to him 
urging the desirability of its appointment 
and informing him that a committee of 
the Society had prepared a submission 
on the matter which would be available 
to the Committee of Inquiry when ap- 
pointed. A reply had subsequently been 
received intimating that it had not yet 
been possible to proceed with the forma- 
tion of a Committee of Inquiry and giv- 
ing an assurance that, when established, 
full opportunity would be given to the 
Society to submit its views on the pro- 
visions of the Act. General Council 
placed on record its appreciation to the 
committee of the New South Wales 
Council for its thoughtful report pre- 
pared on the subject. 


Professional Conduct 


It was reported that, during the year, 
the Disciplinary Committee of General 
Council had considered complaints re- 
garding the professional conduct of four 
members resident overseas. The com- 
plaints involved questions whether the 
members concerned had allowed persons 
who were not members of the Society or 
of a professional body recognised by the 
Society to practise in partnership with 
them as public accountants contrary to 
the provisions of By-law No. 1. Two of 
the cases had been dismissed and suit- 
able disciplinary action taken in the other 
two cases where the complaints had been 
sustained. 


Articles of Association 

General Council endorsed for sub- 
mission to members a number of amend- 
ments to the Articles of Association. 
These will be submitted to members at 
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an extraordinary general meeting to be 
convened by notice in The Australian 
Accountant at an early date. 


By-Laws 

General Council approved of a num- 
ber of amendments to the By-Laws 
governing the professional conduct of 
members. Full details of these amend- 


ments appear at page 323 of this issue. 


Detailed Reports 

General Council adopted the recom- 
mendation of the Education Committee 
that detailed reports on answers be issued 
in future to students who have obtained 
not less than 50% of the total marks 
awarded instead of 45% as previously 
laid down in the examination regulations. 


Research and Technical Work 


It was reported to General Council 
that members of the Society continue to 
undertake much useful work of a re- 
search and technical nature. Details of 
the Statements on Accounting Practice 
issued to members during the year were 
noted. General Council is grateful to the 
members concerned with the preparation 
of these statements and to others who 
have undertaken individual research pro- 
jects for the benefit of the profession. It 
is conscious of the urgent need to ac- 
celerate the rate of research work in 
order to keep pace with the requirements 
of members for information and guidance 
about accounting matters in a rapidly 
changing business environment. It real- 
ises, however, that progress with research 
on a voluntary basis is necessarily slow 
because of the limited time busy prac- 
titioners can devote to the task. It has 
therefore approved of the engagement of 
the necessary qualified staff which can 
devote its full time to this important and 
vital function of a professional body. 
When this staff has been recruited, the 
knowledge and experience of senior 
members of the Society can be used to 
better advantage in an advisory capacity 
in the selection of research projects and 
in commenting upon statements prepared 
by permanent officers. 
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Technical and Social Activities 


Details of meetings and other activities 
of the Divisions during 1960 were re- 
ported to General Council. In accord- 
ance with the practice instituted last year, 
a summary of each Division’s activities 
had been included in the annual report 
of General Council so that a more com- 
plete description might be presented of 
the overall services rendered to members 
and the community during the year. 
General Council was pleased to learn 
that all activities had been well-attended 
by members and that Divisional Councils 
were planning even more extensive pro- 
grammes for the coming year. 


American Lecturers 


General Council noted with gratifica- 
tion the arrangements made for the visit 
of a team of American lecturers under 
the joint sponsorship of the Common- 
wealth Banking Corporation and the 
Society. It was of the opinion that the 
Society was particularly fortunate in 
being able to attract such distinguished 
authorities to present to Australian ac- 
countants and other business executives 
the latest developments in America in 
the fields of accountancy and related 
techniques of management. The courses 
had attracted widespread interest and 
would be well attended in the various 
States. 


Arthur Capper Moore Memorial Lecture 


General Council was pleased to learn 
that the 1960 lecture, delivered in Perth 
by Mr. L. A. Braddock, B.Ec., A.U.A., 
F.A.S.A., in November last on the sub- 
ject of “Education for Accountancy in a 
Changing Australia”, had aroused wide- 
spread interest, particularly at the present 
time when members were realising more 
and more the need for a re-assessment of 
the basic qualifications for accountants 
in all fields of the profession. It was 
pleased to learn also that the 1961 lec- 
ture, delivered in Melbourne in March 
last by Mr. Walter Scott, C.M.G., 
F.A.S.A., on the subject of “Accounting 
and Other Management Techniques”, 
had also been outstanding. General 
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Council decided that the 1962 lecture 
should be held in Sydney. 


Newsletter to Members 


It was reported that, during the year, 
authority had been given to the South 
Australian Council to issue a newsletter 
quarterly to members of that Division as 
an experiment for a period of twelye 
months. Authority to issue a_ similar 
newsletter was also granted by General 
Council to the Queensland Council. 


Finance 


The Finance Committee submitted a 
number of financial statements relating 
to all aspects of Society activities. The 
committee reported also that, pending a 
clarification of the position of equity 
shares in sound commercial and ip 
dustrial undertakings, long-term fixed 
interest bearing securities which had 
matured during the year had been in- 
vested in short-term investments of a 
similar nature. 


Conference of Registrars 
It was reported that a conference of 


Registrars was held in Melbourne in 
February. General Council noted that 
much of the time of the conference had 
been devoted to a revision of member- 
ship and examination regulations and 
other administrative matters. Arrange- 
ments for the visit of the four American 
lecturers to each State had also been 
discussed in detail. 


Code Name 


General Council noted that, in accord- 
ance with the decision of the Executive 
Committee, the code name of the Society 
for telegrams and cables in all States had 
been changed to “Integrity”. 


Office-Bearers 


At the meeting of the General Council 
held after the annual meeting, the follow- 
ing were re-elected office-bearers for the 
ensuing year:— President, Mr. W. P. 
Henson (N.S.W.), vice-presidents, 
Messrs. J. M. Groom (W.A.) and L. A. 
Braddock (S.A.), hon. treasurer, Mr. ©. 
K. Davies (Vic.). 
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Kodak VERIFAX Copying will 


pay for itself in a “score of ways” 


The firm that prospers is the firm that’s always a step ahead .. . the first to adopt the latest 
business efficiency methods. 


That’s why many of Australia’s top organisations are installing the Kodak Verifax Copying 
System . . . they know the money spent is money invested. 


The Verifax System is saving hours of tedious copy-typing thus freeing stenographers for 
more important work. It speeds up the flow of inter-office information . . . any document 
can be copied instantaneously and exactly—five copies in one minute at a cost of 3.8 pence 
each. There’s an air of heightened efficiency about the office that installs a Verifax Copying 
System. Prospective clients notice it . . . appreciate it . . . and remember it. 


Illustrated at right is the Verifax Signet 
Copier for documents up to foolscap size. 
£140 including Sales Tax. Also available 
is the Verifax Bantam model for docu- 
ments up to quarto size. £94 including 
Sales Tax. 

To learn more about the advantages of the 
Kodak Verifax system, contact the Kodak 
Branch in your State. A representative will 
gladly demonstrate to you, how easily the 
Verifax System can speed up efficiency, 
cut down cost in your office. 


Kodak (Australasia) Pty. Ltd. 
Branches in all States. 
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When you count the cost— 
cost doesn’t \ \ count! 


INSURANCE CAN’T 
SAFEGUARD VALUABLE 
RECORDS ... 

Contracts, records of hire 
purchase, orders—if you lost 
these through fire, how long 
would it take to gather up all 
the threads of your business? 
Would you ever be able to restore 
them completely? There is no 
need to jeopardise the future 

of your business. Your valuable 
records can be 

completely protected 

from fire with the 

Chubb Fire Protection 

Files. Ring your nearest 

Chubb office for full 

particulars now! 


VAULTS FIRE RESISTING FILES 


SYDNEY e MELBOURNE e BRISBANE e ADELAIDE e PERTH 


47.FP.66 
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Address at Annual Meeting of the Society 


BY THE PRESIDENT, MR. W. P. HENSON, F.A.S.A. 


N moving the reception and adoption 

of the annual report, I should like to 
say a few words about the position of 
the accountancy profession generally and 
of this Society in particular, in a rapidly 
changing world. 


Economic and political developments 
in recent years have increased the im- 
portance and social significance of the 
accountancy profession. 


In the private sector of the economy, 
there has been a distinct trend towards 
large scale organisations, making the 
problems of management, particularly its 
financial problems, more difficult and 
complicated. Decisions regarding the 
productive use of economic resources can 
no longer be made by one individual. 
Planning, not only of day-to-day opera- 
tions, but for changes required to fit in 
with a dynamic economy requires the 
services of a group drawn from many 
professions. For decision-making pur- 
poses, management requires from this 
group data methodically compiled, ana- 
lysed and presented in easily assimilable 
form. As business in the private sector 
is pursued for the ultimate purpose of 
making a profit, the accountant’s role in 
the presentation of this information to 
management is obviously important. 
Along with this is the widening spread 
of company stock and demands of 
owners of capital and employees for 
legitimate shares of the fruits of pro- 
duction. For this purpose, financial state- 
ments, fairly and honestly presented, are 
required. It is the responsibility of the 
accountancy profession, possessed as it 
is of particular skills in this field, to pro- 
vide the community with the financial 
information required — impartially and 
without regard to any vested interest 
which might be concerned. 


In the public sector, the advent of the 
Welfare state, with the growing provision 
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by governments of various types of social 
services, add to the importance of the 
work of accountants. This arises, of 
course, from the larger shares of profit 
and other income by governments in the 
way of taxation to meet the cost of such 
public services as education, health, 
transport, communications, power and 
water supplies. 


As stated in the annual report, to 
achieve and maintain their competence, 
accountants, along with other profes- 
sional men, must study. They study to 
pass their examinations and, with subse- 
quent reading and experience, improve 
their competence. In the general field of 
education, your Council is seeking to 
meet its responsibilities by maintaining 
high standards of examinations for ent- 
rance to the Society and by actively 
seeking the co-operation of universities, 
institutes of technology and_ technical 
colleges in advancing the study of ac- 
countancy. In the field of continuing 
education the Society organises lectures, 
conventions, study groups and other 
meetings of a technical nature. In both 
these fields the Society has been ex- 
tremely active during the past year. I 
draw your attention particularly to the 
arrangements made, with the support and 
financial assistance of the Common- 
wealth Banking Corporation, for the 
forthcoming visit of a team of American 
lecturers. By arranging these courses, 
the Society is providing a facility for ad- 
vanced studies which would not other- 
wise be available. By attending them 
members demonstrate a desire to im- 
prove their professional competence in 
the performance of the important tasks 
to which I have already referred. 


As mentioned also in these few re- 
marks of mine, political as well as eco- 
nomic developments in recent years have 
increased the importance and social sig- 
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nificance of the accountancy profession. 
In nearly every country of the world, 
standards of living have risen and active 
steps have been taken to raise them still 
further. With a definite improvement in 
education, a growing number of people 
is able to take an intelligent interest in 
economic progress and the success of the 
business unit. Along with this are the 
remarkable developments in communi- 
cation and transport bringing all coun- 
tries of the world closer together. These, 
in turn, have given a great impetus to 
international trade, the flow of capital 
between the various countries and the 
spread of operations of the larger com- 
panies beyond the borders of their own 
countries. In the process of all this, ac- 
countancy, together with other fields of 
knowledge, has become of greater inter- 
national importance. This has led to a 
more active participation of accounting 
organisations throughout the world in 
regional and international congresses of 
accountants. As you are all aware, a 
regional conference—the Asian and 
Pacific Accounting Convention — was 
held in Melbourne last year. It was 
sponsored jointly by this Society and the 
Institute of Chartered Accountants in 
Australia. In acting as hosts to the Con- 
ference, we have demonstrated our 
ability to organise a convention on an 
international scale. It demonstrated also 
the growing maturity of the profession in 
this country. If, however, we are to 
maintain the position we have now at- 
tained in the councils of accountancy on 
an international plane, it will be neces- 
sary for the Society actively to partici- 
pate in future regional and world con- 
ferences. For this reason, the Society 
plans to be officially represented both at 
the next International Congress to be 
held in New York in September, 1962, 
and at the next Asian and Pacific Con- 
ference of Accountants to be held in 
Tokyo shortly afterwards. The Society, 
as no doubt in the case of the Institute 
also, has been paid the compliment of 
being invited to present one of the papers 
at the International Congress. Outlines 
of the papers to be presented have al- 
ready been received. The preamble to 
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each of these papers lends weight to the 
thoughts I have already expressed re. 
garding the international significance of 
accountancy. This preamble reads:— 


“The world economy is dependent 
on the flow of capital, international 
trade, and management skilled in the 
organisation of personnel and use of 
tools to produce goods and services 
wanted by the people. The flow of 
capital is stimulated by the oppor- 
tunity for profit and confidence in the 
political and economic stability of the 
countries comprising the free world.” 


Authors of papers are being requested to 
develop aspects of “Accounting and the 
World Economy” in the light of this 
preamble. 


Now the Institute and the Society have 
already demonstrated their ability to 
organise a conference on an international 
scale. We believe that it would be a good 
thing for the profession in Australia if 
the following International Congress in 
1967 were to be held in Australia. All 
of the seven international congresses of 
the past have been in the northern hemi- 
sphere. The time has come, we believe, 
when one should be held in the southem 
hemisphere, thus enabling the countries 
of Asia more easily to participate. With 
the growing stature of this country, we 
are confident that we can justifiably pre- 
sent a case for such a conference to be 
held in Australia in line with what has 
happened in other professions. 


I mentioned earlier in my remarks, 
the trend towards large scale organisa- 
tion. This is happening in the account- 
ancy profession as well. A membership 
of some 23,000 is quite large for a pro- 
fessional body. Added to this is the con 
duct of examinations on a scale umique 
for an-institution other than a university, 
a technical college or a government edu- 
cational body. The size of the organisa- 
tion is the answer to the question. “Why 
has the Society become involved in the 
problem of accountancy developments 
outside Australia”? In answer to that I 
would say that it is the kind of problem 
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which gravitates to a large and influential 
body. It is indicative of the fact that as 
an organisation grows in numbers and 
strength it is expected to assume social 
as well as sectional responsibilities. As 
in the case of all business organisations, 
the Society must accept the social re- 
sponsibilities which flow from strength 


and leadership in a particular field. The 
Society has grown in stature and prestige 
in the course of rendering assistance to 
accountants and accountancy students in 
South-East Asian countries. It can now 
readily take its place among the import- 
ant accountancy organisations of the 
world. 





GENERAL COUNCIL 


Annual Meeting and Associated Functions 


Pigeang Council met in Melbourne 
from 10 to 14 April. Various func- 
tions arranged during the week enabled 
members of the Council from all States 
to meet Victorian members and discuss 
Society affairs with them. 


The one-day convention on “Elec- 
tronic Data Processing”, arranged by the 
Victorian Council, was held on the Tues- 
day so that members of General Council 
could attend. The President, Mr. W. P. 
Henson, presided at the morning sessions 
and the senior vice-president, Mr. J. M. 
Groom, presided in the afternoon. A re- 
port on this convention appeared in last 
month’s issue. 


The annual meeting of the Society was 
held on Tuesday night at the Royale 
Ballroom, Exhibition Gardens, and was 
attended by some 450 members. This 
was followed by a smoke social at which 
the distinguished guests included:— 


Professor Donald Cochrane (Dean of the 
Faculty of Economics and Politics, Monash 
University), Professor L. Goldberg (Professor 
of Accounting, University of Melbourne), Mr. 
R. R. Mackay (Principal, Royal Melbourne 
Institute of Technology), Mr. G. C. Hill 
(representative in Melbourne of the chairman, 
Australian Bankers’ Association), Mr. R. 
Money (chairman, Trustee Companies’ Asso- 
ciation), Mr. R. A. Smithers, Q.C. (chairman, 
Victorian Bar Council), Mr. H. A. Greening 
(president, Law Institute of Victoria), Mr. G. 
C. Tootell (president, Institute of Chartered 
Accountants in Australia), Mr. J. K. Little 
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(State chairman, Institute of Chartered Ac- 
countants in Australia), Mr. F. A. Buttner 
(State president, The Australasian Institute of 
Cost Accountants), Mr. V. L. Gole (State 
chairman, Chartered Institute of Secretaries), 
Mr. R. A. Sinclair (president, Insurance Insti- 
tute of Victoria), Mr. W. A. Wilson (chairman, 
Fire and Accident Underwriters’ Association 
of Victoria), Mr. A. H. Blamey (hon. treasurer, 
Australian Institute of Management, Mel- 
bourne Division), Mr. D. L. Canavan (Deputy 
Commissioner of Taxation), Mr. E. W. Coates 
(State Director of Finance, Victoria), Mr. R. 
W. Gillard (Auditor-General for Victoria) and 
Mr. J. Eddy (Finance Editor, The Herald). 


The President’s address in submitting 
the annual report of General Council for 
the year ended 31 December, 1960, is 
published at page 281 of this issue. The 
motion for the adoption of the report was 
seconded by Mr. J. M. Groom, vice- 
president. In moving the adoption of the 
financial statements for the year ended 
31 December, 1960, the honorary 
treasurer, Mr. C. K. Davies, mentioned 
two factors which had led to a surplus 
for the year of £4,423 after transferring 
£7,500 to the Building Reserve. Be- 
cause of losses being incurred in the 
conduct of examinations, fees payable by 
candidates were increased as from the 
October examinations. On the other 
hand, difficulty was being experienced in 
recruiting additional staff with the neces- 
sary qualifications and experience to ex- 
tend the technical work of the Society. 
It was expected that this position would 
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be remedied during the coming year. On 
being seconded by Mr. L. A. Braddock, 
vice-president, the motion for the adop- 
tion of the financial 
carried by the meeting. 


statements was 


At the smoke social which followed 
the annual meeting, the toast of “The 
Society” was proposed by Mr. R. A. 
Smithers, Q.C., chairman, Victorian Bar 
Council. In doing so, Mr. Smithers re- 
ferred to the amazing developments in 
accounting techniques during the present 
century which, in turn, had led to the 
growing importance and prestige of the 
accountancy profession. He compli- 
mented the Society on its strength and 
vigour. His comments on the need for a 
refinement of accounting terminology, as 
illustrated by variations in legal and ac- 
counting concepts, were interspersed with 
witty anecdotes from proceedings of 
various courts. The President responded 
to the toast on behalf of the Society. The 
toast to “The Guests” was proposed by 


Mr. J. M. Groom and responses on their 
behalf were made by Mr. G. C. Tootell, 
president, the Institute of Chartered Ac- 
countants in Australia, and Mr. G. C. 
Hill, representative in Melbourne of the 
chairman, Australian Bankers’ Associa- 
tion. 


In the late afternoon of Wednesday, 
April 12, members of General Council 
were entertained by the Victorian Coun- 
cil of The Australasian Institute of Cost 
Accountants. They were welcomed by 
the State president, Mr. F. A. Buttner. 


On the Thursday afternoon, the Lord 
Mayor of Melbourne, Councillor Bernard 
Evans, extended a reception to members 
of General Council at the Town Hall. In 
welcoming the representatives from all 
States, he referred to some of the civic 
developments in the City of Melbourne. 
In the evening, visiting General Council- 
lors were entertained at dinner by the 
Victorian Council of the Society at the 
Royal Automobile Club of Victoria. 


The Lord Mayor of Melbourne, Councillor Bernard Evans (second from right), photographed 

with the office-bearers of the Society at the Mayoral reception. From left: Messrs. C. K. 

Davies (Vic.) Hon. Treasurer, L. A. Braddock (S.A.) Vice-President, W. P. Henson (N.S.W.), 
President, J. M. Groom (W.A.) Vice-President. 
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Taxation of Income of Superannuation Funds 
By D. C. WILKINS, B.Com., A.A.S.A. 


The Income Tax Assessment Act has now been amended to alter the 

basis of assessment of life assurance companies and to impose con- 

ditions under which the investment income of superannuation funds 
may qualify for exemption from tax. 


N November of last year, the Federal 

Treasurer drew attention to the fact 
that in recent years, a very small pro- 
portion of the funds available for invest- 
ment by life. assurance companies and 
privately managed superannuation funds 
had been invested in Commonwealth and 
public authority loans. He indicated that 
amendments would be made to the in- 
come tax legislation which would have 
the effect of relating the continuation of 
the tax benefits at present available to 
those companies and funds to the extent 
of their investment in Commonwealth 
and public authority securities. 


The amending legislation (Income Tax 
and Social Services Contribution Assess- 
ment Act 1961) includes: 


|. Definitions of “Commonwealth se- 
curities”, “public securities” and “in- 
vestment income” (Section 6) 
Amendments to Section 46, 110 and 
new Sections 110A, 112A, 113, 115, 
115A and 116A to 116D (relating to 
life assurance companies) 
New Division 9B containing Sections 
121B to 121E and an amendment to 
Section 128B (relating to super- 
annuation funds) 


The new provisions which affect 
superannuation and provident funds are 
perhaps of more general interest, and so 
are commented upon first. 


Superannuation Funds 


The income of most privately man- 
aged superannuation funds — under the 
tax law as it now stands—is exempt from 
Commonwealth income tax. 


This exemption is conferred by: 
1. Section 23 (j) which states that the 


The Australian Accountant, June, 1961 


income of a provident, benefit, super- 
annuation or retirement fund estab- 
lished for the benefit of employees is 
exempt from tax, provided that the 
fund is being applied for the purpose 
for which it was established, or 


Section 23(ja) which states that the 
income of a provident, benefit or re- 
tirement fund for the benefit of per- 
sons other than employees is exempt 
from tax, if the number of members 
of the fund is not less than twenty, 
and the terms and conditions of the 
fund have been approved by the 
Taxation Commissioner. 


Definitions 


In broad terms, the new Division 9B 
of the Act is intended to provide that the 
exemption from tax enjoyed by the in- 
vestment income of superannuation 
funds will be conditional upon the funds 
holding a specified proportion of their 
assets in Commonwealth and _ public 
securities. 


For this purpose, “Commonwealth 
securities’ means bonds, debentures, 
stock or other securities issued under an 
Act of the Commonwealth Parliament. 
It does not cover a Commonwealth loan 
raised outside Australia unless the 
Treasurer issues a notice to the effect 
that a particular overseas loan shall be 
included. 


“Public securities” means (a) Com- 
monwealth securities, (b) bonds, deben- 
tures, stock or other securities issued by 
a State or a Territory of the Common- 
wealth, or by a municipal corporation, 
local government body or public authority 
set up under an Act of the Common- 
wealth, State or Territory. Loans raised 
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outside Australia are not included unless 
the Treasurer declares that they shall be, 
and (c) securities issued in relation to a 
loan made to a company whose principal 
business is the reticulated supply of 
water, gas or electricity in Australia or a 
Territory of Australia. 


The “investment income” of a fund is 
the income which, but for Section 23(j) 
or 23(ja), would be assessable income 
(but not including contributions to the 
fund) calculated as if the trustee of the 
fund were a taxpayer, less amounts that 
would be allowable deductions (but not 
including concessional deductions, bene- 
fits paid by the fund or paid indirectly 
by means of contributions to other retire- 
ment benefit funds). 


Superannuation funds established by 
the Commonwealth or a State or Terri- 
tory, by municipal corporations, local 
governing bodies or public authorities are 
not affected by the new legislation, and 
hospital, medical, dental or funeral funds 
are also not included. 


Restriction of Tax Benefits 

The basis of investment in Common- 
wealth and public securities which is con- 
templated in the amending legislation re- 
lating to superannuation funds (and also 
life assurance companies, see later) is 
described in the Treasurer’s Explanatory 
Memorandum as the “30%-20% ratio 
of public securities”. This means a hold- 
ing of not less than 30% of total assets 
in “public securities” (see the definition 
above) including not less than 20% of 
total assets in “Commonwealth securi- 
ties”. 

The “30% -20% ratio of public securi- 
ties” will be used in these notes, as a 
shorthand expression. 

The legislation refers to two broad 
classes of superannuation funds, viz., 
those established after 1 March, 1961, 
and those established before 1 March, 
1961. 


Superannuation Funds Established after 
] March, 1961 

The investment income of such a fund 
will not be exempt from tax under Sec- 
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tion 23(j) or 23(ja) unless the Commis. 
sioner is satisfied that, at all times during 
the year of income, the assets of the fund 
included the 30%-20% ratio of public 
securities. 


Superannuation Fund Established before 
1 March, 1961 

Two separate requirements are in- 
volved: 

(a) the investment income of such a 
fund, to the extent that it exceeds the 
investment income for the year ended 
30 June, 1961, will not be exempt 
from tax under Section 23(j) or 
23(ja) unless the Commissioner jis 
satisfied that, at all times during the 
year of income — 


(i) the assets of the fund included 
the 30-20% ratio of public 
securities, or 

(ii) the increase in the assets of the 
fund over those held at 1 March, 
1961, has been invested in ac- 
cordance with the 30-20% ratio 
of public securities. 

Should the Commissioner be of the 

opinion that the investment income 

of a fund for the period 1 March, 

1961, to the end of the 1960/61 in- 

come year is abnormally large, he 

has a discretion to reduce the actual 

1960/61 investment income to a 

figure which he considers reasonable, 

for the purpose of making the above 
calculation. 

(b) The entire investment income of such 
a fund will not be exempt from tax 
under Section 23(j) or 23(ja) unless 
the Commissioner is satisfied that, at 
all times during the year of income, 
the cost of Commonwealth and pub- 
lic securities is maintained at the 
level existing at 1 March, 1961 (un- 
less, despite the decrease of invest- 
ment in Commonwealth and _ public 
securities, the 30-20% ratio of pub- 
lic securities in relation to the total 
assets of the fund is maintained). 
(The Treasurer explained that unless 
this provision was included, “existing 
schemes would be able to remain 
fully exempt from taxation even 
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though they limited the amount of 
their assets to present levels and 
transferred all of their present hold- 
ings of public authority securities to 
newly set up funds to enable those 
funds to qualify for taxation exemp- 
tion as well’’.) 


Thus, exemption of the income of a 
superannuation fund would continue: 


(i) if the assets of the fund are in- 
vested in accordance with the 
30% -20% ratio at the beginning 
of the year of income, and this 
ratio is maintained, or 


(ii) if the fund, not having the 30%- 
20% ratio at the beginning of 
the year of income, maintains 
the amounts of Commonwealth 
and public securities which it 
held at 1 March, 1961, and pre- 
serves the 30%-20% ratio in its 
increase of assets subsequent to 
1 March, 1961. 


Permitted Exceptions 

1. In determining whether the new pro- 
visions are to apply to a particular fund, 
the Commissioner may disregard a fail- 
ure of the fund to include the required 
basis of investment at all times during a 
particular income year if he is satisfied 
that the trustee of the fund has made a 
genuine and bona fide attempt to ensure 
that the assets of the fund are so in- 
vested, or that the failure has been due to 
a temporary delay in investment, and 
that it would be reasonable to disregard 
the failure. 


2. If the Commissioner is satisfied that 
the inclusion of assets in accordance with 
the requirements of the new legislation, 
at any time, would be likely to endanger 
the financial stability of the fund, he may 
permit exemption from tax of the income 
of the fund to continue. 


The trustee of the fund has to apply to 
the Commissioner for such a determina- 
tion, and the Commissioner has to in- 
form the trustee, in writing, of the extent 
to which income of the fund will con- 
tinue to be exempt, and the years of in- 
come to which his decision will apply. 
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3. The new legislation does not apply 
to a superannuation fund which does not 
provide benefits for residents, and where 
contributions to the fund have not been 
allowed in the assessment of any tax- 
payer. Thus Australian investment by 
overseas superannuation funds will not 
involve any Australian tax liability, un- 
less the fund is for the benefit of Aus- 
tralian residents. 


4. Where benefits are provided both for 
residents and non-residents, the Com- 
missioner has a discretion to reduce the 
figure to be employed as the cost of the 
assets of the fund for the purpose of 
calculating the ratio of investment in 
public securities, and may determine the 
amount of the investment income af- 
fected by the new legislation. 


Assets From Which Fund’s Income is 
Derived 

When the investment income of a 
superannuation fund is derived partly or 
wholly from certain assets, those assets 
are deemed, for the purpose of the new 
Division 9B, to be assets of the fund and 
any Commonwealth or public securities 
included in those assets are deemed to 
be securities of that class included in the 
assets of the fund. The Commissioner 
has a discretion to determine the cost of 
the assets concerned. 


Where a superannuation fund acquires 
an asset for no consideration, or for a 
consideration less than its value, or the 
consideration for an asset is other than 
money, the Commissioner may determine 
the cost according to what, in his 
opinion, is reasonable. 


Life assurance policies are excluded 
from the assets of a superannuation fund, 
for the purpose of making the calcu- 
lations prescribed by the new legislation. 

Assets held in trust for the trustee of a 
superannuation fund (for example, held 
in the name of a nominee company) are 
to be included in the total assets of the 
fund. 


Assessment of Investment Income 


The Treasurer has announced that 
while the present rates of income tax 
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operate, the non-exempt portion of the 
investment income of a superannuation 
fund will be subject to tax at 5/- in the 
£ on the first £5,000 and 7/- on the re- 
mainder, i.e., the rates appropriate to 
mutual life assurance companies. As the 
taxing of such income will not commence 
until the year ended 30 June, 1962, the 
actual rates will be announced in the 
next Budget. 


The trustee of the superannuation fund 
will be the person assessed and liable to 
pay tax on the investment income of the 
fund which is not exempt under Section 
23(j) or 23(ja). Where the assets have 
not been transferred to a trustee the per- 
son in whom the assets are actually 
vested will be deemed to be a trustee of 
the fund. The rebate of 2/- in the £ al- 
lowed on Commonwealth Loan Interest 
will be allowed, where appropriate. How- 


ever, no rebate under Section 46 will be 
allowed on dividends included in inves. 
ment income liable to tax. Thus no ad- 
vantage would be gained if the trustee of 
the superannuation fund happened to be 
a company. 

Provisional tax will not apply to the 
income assessed to the trustee of a super- 
annuation fund. 

The exemption from dividend with- 
holding tax will continue to apply to divi- 
dends paid by Australian resident com- 
panies to non-resident superannuation 
funds whose income would, apart from 
the provisions of the new Division 9B, be 
exempt from tax under Section 23(j) or 
23 (ja). 

Comments on the amending legislation 
as it applies to life assurance companies 
will be included in the July issue of The 
Australian Accountant. 





Interest Paid by Companies 


By D. C. WILKINS, B.Com., A.A.S.A. 


The Federal Treasurer has announced the intentions of the Government 
regarding income tax deductions for interest paid by companies. 


T will be recalled that the amendments 

to the Income Tax Assessment Act 

which were enacted in December last, in- 
volved two major features: 


(a) Restrictions on the deduction al- 
lowed for interest on borrowings by 
companies, other than interest paid 
to a bank, declared pastoral finance 
company, declared short-term money 
market dealer, building societies, the 
Commonwealth, the States, or public 
authorities. This legislation (Section 
S51AA) related to the income year 
ended 30 June, 1961, only. The 
Government had indicated that it 
would be replaced by a “continuing 
scheme” to apply to 1961/62 and 
subsequent years. 


(b) The non-allowance of a tax deduc- 
tion for interest payable by a com- 
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pany on convertible notes issued after 
15 November, 1960. (Section 
S1AB). 


In reply to a question in the House of 
Representatives on 10 May, 1961, seek- 
ing information as to the Government's 
proposals “in regard to taxation on de- 
bentures and registered notes raised by 
companies,” the Treasurer said: 


“The Government has given a good deal of 
attention to this matter, as I indicated earlier 
to this House. I am now able to tell the 
honourable gentleman that as recently 4s 
yesterday, Cabinet made another thorough 
examination of this matter and of a detailed 
memorandum which I, as the Treasurer, pre- 
sented to it. Arising from our consideration 
of the matter, we have this picture: The 
interim measure formally presented to the 
House —I take it that is what the honourable 
gentleman is referring to— was directed to 
certain conditions obtaining at that time. 
Speculation was rife. The rate of turnover of 
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money was excessive. Money was being raised 
at interest rates which were not regarded as 
satisfactory, and the availability of these high 
rates of interest was having a serious effect 
upon loans floated for government purposes. 
These conditions existed because of the boom 
situation of that time, and temporary action 
was taken, by means of the interim legislation 
to check these processes. We now find our- 
selves in a very different atmosphere. The 
boom conditions have subsided. Borrowings of 
hire-purchase companies and finance houses 
have been reduced. Indeed, there has been 
some lessening of hire-purchase activity and 
activity by the finance bodies. Speculation of 
the unhealthy character I have referred to has 
been virtually eliminated. In these circum- 
stances the Government proposes to allow the 
interim measure to expire as provided for in 


the legislation, and does not intend to proceed 
with subsequent legislation. The matter of 
convertible notes was quite a separate one, and 
legislation relating to it will, of course, con- 
tinue to operate.” 


The complicated provisions of Section 
51AA (interest paid by companies) 
which apply only to the year ended 30 
June, 1961, will therefore not be re- 
placed by any similar legislation to apply 
to subsequent years. 


Section 51AB (interest paid on con- 
vertible notes) will apply to the year 
ended 30 June, 1961, and subsequent 
years, as Originally enacted. 





Notes on Selected Tax 


INTEREST ON LOAN FROM 
INSURANCE COMPANY 


In considering whether a tax de- 
duction is to be allowed for interest 
paid, the necessity to relate the 
interest to the employment of the 
money borrowed was emphasised by 
the Board of Review. 


Taxpayer borrowed money from an in- 
surance company, on which interest paid 
during the year concerned was £49. No 
indication was given as to the use of the 
money so borrowed. 

During the same year, taxpayer had 
money on loan to a proprietary company 
on which no interest was paid to him; 
the amount of this loan was greater than 
the sum borrowed from the insurance 
company. Dividends on shares in the 
proprietary company held by the tax- 
payer amounted to £650 for the year 
concerned. 

The taxpayer claimed that if he had 
not borrowed from the insurance com- 
pany, but had recalled his loan from the 
proprietary company, that company 
would have been deprived of the use of 
the money, its earning capacity would 
have suffered, and his dividend income 
decreased. For that reason, it was sub- 
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Cases 
By D. C. WILKINS, B.Com., A.A.S.A. 


mitted, the interest paid on the loan was 
necessarily incurred in the production of 
assessable income. 

The Board of Review briefly disposed 
of the taxpayer’s claim. He had not 
proved that the money borrowed was 
used to gain or produce assessable in- 
come, and so no deduction for the 
interest was allowable under Section 51. 

This was another instance of the “if it 
were done otherwise” type of argument. 
Reference was made to two cases dealt 
with by the Board of Review many years 
ago. In one (8 C.T.B.R. Case 40) the 
taxpayer borrowed money to purchase a 
home, thus avoiding the necessity to sell 
income-producing assets. The interest 
paid on the loan was not allowable, as 
the monies borrowed were not used to 
produce assessable income. 

The other case (10 C.T.B.R. Case 62) 
concerned the borrowing of money on 
mortgage to build taxpayer’s home. Tax- 
payer contended that if he had with- 
drawn money from the partnership of 
which he was a member, instead of 
borrowing it under the mortgage, his 
partnership income would have de- 
creased, and thus the mortgage monies 
should be regarded as having assisted in 
producing partnership income. The 
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Board decided that the taxpayer’s pur- 
pose in building was to provide him with 
a home, not to earn income, and that the 
interest on the mortgage was not in- 
curred in the production of his assessable 
income. 


Reported in 9 C.T.B.R. (N.S.) Case 
21, 10 T.B.R.D. Case No. K.82. 


A BUILDING FOR BARRISTERS 


The cost of a share in a company 
which erected a building to provide 
accommodation for a number of 
barristers was not regarded as a 
premium paid for the grant of a 
lease. 


A Sydney barrister subscribed for one 
ordinary share of £1,500 in a company 
known as Counsel’s Chambers Limited. 
The company had invited applications for 
shares from members of the Bar, the 
funds so obtained to be used to finance 
the acquisition of a long-term (99 years) 
lease of land and the erection of a 
modern building consisting primarily of 
barristers’ chambers. 


In the circular issued by the chairman 
of directors of the company, in which the 
invitation to subscribe for shares was 
made, it was stated that no more than 
£1,000 would be called up on the share 
allotted, except in the event of liquida- 
tion of the company or upon a special 
resolution of members. Also it was indi- 
cated that the ownership of the share 
would entitle the holder to a room of 
approximately 200 square feet, and that 
a tenancy of the room would be granted 
to him for such time as he remained a 
shareholder of the company. 


The holding of any particular share 
did not entitle the shareholder to the 
occupancy of any particular room, and 
the memorandum and articles of the 
company did not grant to a shareholder 
a right to obtain a lease of any part of 
the building. The articles did provide, 
however, that ordinary shares could be 
held only by barristers. 


The taxpayer, having subscribed for 
the share and paid the amount of £1,000 


290 


required on application, was allotted a 
room in the building, which he occupied 
as a monthly tenant, without any written 
tenancy agreement. 


A deduction was claimed for this 
amount of £1,000, the taxpayer contend- 
ing that it was a lease premium repre- 
senting an amount paid “for” the grant 
of a lease, or that it was paid “in con- 
nexion with” the grant of a lease. 


The taxpayer argued, firstly, that the 
payment was made for the lease because 
the company had agreed to grant the 
lease to him in consideration of his as- 
suming the liability arising from the al- 
lotment of the share, so that the lease 
was part of the consideration for which 
the amount of £1,000 was paid. 


The Board of Review considered, 
however, that the item of property ac- 
quired by the taxpayer was the share in 
the company, that he had paid for the 
share and for nothing else, even though 
the company had agreed to grant a lease 
of part of the premises to those who sub- 
scribed for shares. 


Secondly, the taxpayer claimed that 
the amount of £1,000 paid by him had 
“a substantial relation in a practical busi- 
ness sense” to the lease subsequently 
granted to him, and was therefore paid 
“in connexion with” the grant of the 
lease. The Board pointed out, however, 
that even if the payment was made “in 
connexion with” the grant of the lease, it 
could not be treated as a lease premium 
unless it was consideration “in the nature 
of a premium, fine or foregift”’. 


The sum paid was not a reward to the 
lessor for the grant of the lease to the 
taxpayer; it was a payment in cash for 
the share, even though the right to the 
grant of a lease was attached to the allot- 
ment of the share. The Board concluded, 
therefore, that the amount paid by the 
barrister was not a lease premium within 
the terms of Section 83 and therefore no 
deduction under Section 88 was allow- 
able. 


Reported in 9 C.T.B.R. (N.S.) Case 
14, 10 T.B.R.D. Case No. K.63. 


The Australian Accountant, June, 1961 











Here is Your Guide to Office 
Equipment and Efficiency 


Just published — for the first time in Australia — with the 
co-operation of the Office Equipment Industry. 


OFFICE EQUIPMENT 
ANNUAL 1961 


@ GUIDE to the vast variety of office machines and systems 
available in Australia. A comprehensive collec- 
tion of detailed, technical information on the 
uses, capabilities and specifications of all equip- 
ment and methods. 


@ QUICK REFERENCE to the tools and methods of business 
efficiency. 


@ INVALUABE for every executive responsible for in- 
creased productivity. Should be within reach of 
every one concerned with business efficiency. 


EQUIP FOR EFFICIENCY 


OFFICE EQUIPMENT ANNUAL, 1961 — 192 pages, hand- 
somely bound in linen — price only 50/- post free. 
INDEX PUBLISHING COMPANY, 573 FLINDERS LANE, MELBOURNE, VICTORIA... 61 2385 


ORDER FORM 


TO: INDEX PUBLISHING COMPANY 
BOX 4574 G.P.O., MELBOURNE, VIC. 


Please send copy/copies of The Office Equipment Annual, 1961, at 50/- per copy 
post free. 


TO: 


Cheque/Postsi Note/Money Order for £............ enclosed. 
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NEW BURROUGHS F5000 DUAL PRINTER 


THE ONLY FULLY AUTOMATIC ACCOUNTING MACHINE 
THAT PRINTS TWO ORIGINAL RECORDS SIMULTANEOUSLY 











Tea a 





Burroughs new Series F 5000 offers 
the advantages of fully automatic 
accounting combined with two printing 
heads that provide twice the printing 
productivity! This machine is the only 
fully automatic accounting machine 
specifically designed to handle all 
accounting jobs requiring simul- 
taneous, original print on two records. 
Moreover, the F5000 is versatile as the 
printing heads can be used individually 
as well as simultaneously. Yet the 
F5000 is so simple to operate that an 
operator can learn its procedures in a 
few minutes and become expert within 
a few hours. 


F5000 gives these extra advantages :— © Automatic plus and minus sub-totals and totals. 
@ No carbon or special transfer paper required. @ Complete keyboard control of error corrections. 
@ Form handling time is greatly reduced. @ Single motor bar operation for 90% of all entries. 
@ No special forms required. @ Original record for your customer and yourself. 


Call the Burroughs man 


at the nearest branch office or write to : 


ee Burroughs Ltd. 40 Miller St., N. Sydney, 
N.S.W. XB 583! - 


Burroughs 
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Export Development 


By D. C. WILKINS, B.Com., A.A.S.A. 


Amendments to the Income Tax Assessment Act to provide for special 
tax allowances for expenditure on the development of export markets 
are contained in a Bill recently introduced in the Federal Parliament. 


HE tax concessions, which are in- 

tended to encourage Australian en- 
terprises to develop export markets, are, 
subject to the passage of the Bills con- 
cerned, as follows: 

(i) a rebate of payroll tax calculated in 
relation to the actual increase in ex- 
port sales. 

(ii) a special income tax deduction re- 
lated to expenditure incurred with a 
view to increasing export earnings. 


The amendments to the Payroll Tax 
Assessment Act will be the subject of 
comments in the July issue of The Aus- 
tralian Accountant. 


INCOME TAX DEDUCTION 


Section 51AC contains the new pro- 
visions for a special tax allowance for 
export development expenditure. The 
operative provision is Section 51AC(3) 
which states that expenditure, already 
allowable as a deduction under Section 
51 (normal business expenditure) or 
Section 73(2) (subscriptions to associa- 
tions) which satisfies. the definition of 
“export market development expendi- 
ture”, will also be allowed as a deduction 
under the new Section 51AC. 


Thus a double deduction will be per- 
mitted where the expenditure qualifies 
for the special allowance. 


No expenditure of a capital, private 
or domestic nature can be included in 
the amount subject to the special allow- 
ance. In determining what expenditure 
comes within the scope of the new Sec- 
tion SIAC, a series of definitions must 
be considered. 


Nature of Expenditure 


The expenditure affected is described 
as ne outgoings,” which is the 
cost of: 
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(i) Market research or obtaining mar- 
ket information. This covers visits 
to potential markets overseas. 

(ii) Securing publicity or soliciting 
business by advertising or some 
other means. This includes the 
cost of participation in overseas 
exhibitions or trade missions, 
negotiating with overseas enter- 
prises, and maintaining permanent 
sales representation overseas. 

The provision of samples or tech- 
nical information to a person out- 
side Australia. 


The preparation and submission of 
a tender for the supply of goods 
(other than goods which are simi- 
lar to those normally produced or 
supplied) or for the supply of ser- 
vices outside Australia (e.g. a con- 
struction project). 


The expenditure which is the subject 


of the special allowance does not include: 


(i) Market research or advertising ex- 
penditure which consists of 
amounts paid as salary, fees or 
otherwise to: 


(a) a person ordinarily employed 
in Australia by the taxpayer 
or an associated company, 
for services performed in 
Australia or in the course of 
a visit overseas. Payment of 
remuneration and _ travelling 
expenses to overseas em- 
ployees are therefore not ex- 
cluded. 

(b) a director of a taxpayer com- 
pany- 

(c) a director of an associated 
company. 

(d) an associated company carry- 
ing on business in Australia. 
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For the purposes of the above ex- 
clusions, an “associated company” is one 
whose operations are directly or in- 
directly controlled by the taxpayer (or 
vice versa) or by some other person who 
also controls the taxpayer’s operations. 
A subsidiary is therefore an “associated 
company” of the parent and also of its 
co-subsidiaries. 

(ii) Overseas travelling expenses other 
than fares, relating to a visit over- 
seas of the taxpayer or his “pre- 
scribed agent” who is ordinarily 
employed in Australia. The “pre- 
scribed agent” who is ordinarily 
payer’s employees, and a director 
of a taxpayer company. The 
travelling expenses of an employee 
stationed overseas will not be af- 
fected by the above restriction. 


The cost of advertising in Aus- 
tralia relating to the supply of ser- 
vices outside Australia. 
Commission on the sale of goods, 
the supply of services, or the grant 
or assignment of rights relating to 
patents, etc. 

Taxes, levies, etc., payable under 
a Commonwealth or State law 
(e.g., wool tax, amounts paid to 
Commonwealth or State market- 
ing authorities). 


Purpose of Expenditure 


For the expenditure, described above 
as “prescribed outgoings”, to qualify for 
the special tax deduction, it must also 
fall within the definition of “export mar- 


ket development expenditure”. This 
means that it must be incurred primarily 
and principally for the purpose of seek- 
ing opportunities for the export of goods 
or services from Australia or creating or 
increasing demand outside Australia for 
Australian goods or services. 


It is important therefore, to ascertain 
whether the expenditure is directed to- 
wards the promotion of the export mar- 
ket for goods or services. 

Export of Goods. The export goods 
affected are those which have been 
manufactured, produced, assembled, pro- 
cessed or packed, or graded and sorted 
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in Australia, but not goods exported by 
way of gift, or with the intention that 
they will be brought back to Australia, 


Goods consisting wholly or partly of 
imported components may be covered, 
provided they have undergone treatment 
as indicated above. Expenditure relating 
to the promotion of the sale of goods 
manufactured or produced outside Aus- 
tralia will not be included if the goods 
contain only a small proportion of Aus- 
tralian parts or materials, but they may 
qualify if the components are substan- 
tially of Australian origin. 


Export of Services. The services for 
which the qualifying expenditure may re- 
late include the provision of technical ad- 
vice such as may be provided under ser- 
vice agreements, educational and tech- 
nical training of overseas personnel, or 
the provision of assistance in relation to 
construction projects, etc. 


Grant of Rights. The expenditure quali- 
fying for the special allowance extends 
to “prescribed outgoings” directed to- 
wards the grant or assignment, for re- 
ward, of rights existing outside Australia 
in a patent, trade mark, or copyright. 


Reimbursement. The special allowance 
will not apply to outgoings which are 
within the definition of “export market 
development expenditure” but for which 
payment or reimbursement has _ been 
made to the person who incurred them. 
Thus a manufacturer who pays a con- 
sultant to obtain market information may 
obtain the special deduction for the fee 
paid, but the consultant does not obtain 
a special deduction for the costs he in- 
curred in doing the work, because he has 
been paid for the service performed. 


Overseas Travelling Expenses 


As indicated above, overseas travelling 
expenses (relating to export develop- 
ment) of a taxpayer or his “prescribed 
agent” (which includes employees and 
directors of a company) who is ordi- 
narily employed in Australia, will be sub- 
ject to the special tax allowance provided 
by Section 51AC only to the extent of 
the fares incurred. Accommodation and 
sustenance costs will not be included. 
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The special deduction will be limited, 
however, where two or more relatives 
travel overseas at the same time: 


(a) If the taxpayer and one or more of 
his relatives are abroad, the special 
deduction will not be available for 
the fares paid for a relative unless 
he or she was a “permanent em- 
ployee”. 

A “permanent employee” is one 
who has been employed for a con- 
tinuous period of five years im- 
mediately prior to the date of de- 
parture for the overseas trip. 

If the persons abroad consist of a 
permanent employee and one or 
more relatives, the special deduc- 
tion will apply only to the fares paid 
for the permanent employee. 

If the persons abroad do not include 
the taxpayer or a permanent em- 
ployee, the special allowance will 
apply only to the fares paid for 
whichever one of them the taxpayer 
nominates, in writing, to the Com- 
missioner. 

The Commissioner may exercise 
a discretion to allow a special de- 
duction for the fares paid for a par- 
ticular person, which would other- 
wise be excluded by the application 
of the above tests, if he is satisfied 
that special circumstances apply. 


Restriction of Special Deduction 


If the Commissioner is of the opinion 
that any part of the export development 
expenditure is in excess of what would 
be a reasonable amount paid in the ordi- 
nary course of business for the services 
or goods concerned, he may limit the 
special tax allowance to such amount as 
he considers is appropriate. 


Tax Saving 


The special tax deduction for expendi- 
ture on export market development is 
not to result in a total saving in tax in 
excess of 16/- in the £ for each £1 ex- 
pended. The “tax saving” is effectively 
the reduction in. tax payable brought 
about by the deduction allowed for the 
expenditure under Section 51 (or Section 
73(2)) plus the deduction allowable 
under new Section 51AC. 
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This restriction is not of practical ap- 
plication to companies while the present 
(1959-60) primary tax rates apply, as 
the maximum rate for non-private com- 
panies is 8/- in the £. However, in the 
case of individuals whose marginal tax 
rate is higher than 8/- in the £, the 
special tax deduction for export develop- 
ment expenditure will be reduced to the 
extent necessary to ensure that the total 
tax benefit does not exceed 16/- for each 
£ of the expenditure concerned. 


It is further provided that if there is a 
Section 80 loss in the year in which the 
export development expenditure is in- 
curred, the allowance of the loss in sub- 
sequent years will be limited to the ex- 
tent necessary to ensure that the total 
tax benefit (in the year of expenditure 
and the year of recoupment) does not 
exceed 16/- for each £1 of the expendi- 
ture. 


The Commissioner may amend an as- 
sessment at any time to achieve the re- 
striction on tax saving indicated above. 


Private Companies 


The special deduction for export mar- 
ket development expenditure will be dis- 
regarded in calculating the distributable 
income of a private company for the 
purposes of undistributed profits tax. 


Subscriptions to Associations. Sub- 
scriptions, etc., paid to an association 
(otherwise allowable as a deduction 
under Section 73(2)) and applied by 
the association for the purposes of pro- 
moting exports will also be subject to the 
special tax allowance provided by Sec- 
tion 51AC. 


To the extent that the Commissioner is 
satisfied that the subscriptions, etc., paid 
to the association are used by the as- 
sociation for “export market develop- 
ment expenditure” as defined, those pay- 
ments will be deemed to be “export 
market development expenditure” in- 
curred by the taxpayer. 

Application of Section 51AC. The 
new section applies to expenditure in- 
curred during the three years from 1 
July, 1961, to 30 June, 1964. 
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Recent Legal Decisions 


Construction of Articles 


Although the question before the 
court in Dimbula Valley (Ceylon) 
Tea Co. Ltd. v. Laurie & Anor. 
(1961) 2 W.L.R. 253 related to the 
proper meaning of certain of the 
company’s articles, the case is 
nevertheless of considerable interest. 


The company was incorporated in 
1896, with a nominal capital of £200,000 
in £5 shares, of which 10,000 were pre- 
ference shares, 20,000 ordinary shares, 
and 10,000 were unclassified shares. The 
memorandum of association stated that 
the preference shareholders were to 
possess such rights as were defined “in 
the articles of association registered here- 
with”. The effect of these rights being 
thus imported into the memorandum was 
that the subsequent alterations of the 
articles could not and did not affect the 
rights of the preference shareholders. 


Their rights were set out in article 5. 
This conferred on them, in the first place, 
a right to receive out of the profits of the 
company a cumulative preference divi- 
dend at the rate of 6% per annum on 
the amount for the time being paid up on 
their shares. Secondly, the preference 
shareholders were entitled in the event of 
liquidation to be paid out of the surplus 
assets of the company the amount paid 
up on their shares and all arrears of divi- 
dend thereon down to the commence- 
ment of the winding up, and they were 
further entitled to participate in any fur- 
ther surplus assets of the company re- 
maining after payment of the amounts 
paid up on the other classes of shares 
rateably with the holders of the other 
classes of shares in proportion to the 
amount paid up on such preference 
shares and the other shares respectively. 


Other articles provided that the direc- 
tors might create reserves out of profits 
in order to meet contingencies, to equal- 
ise dividends, and for any other purposes 
the directors thought fit. Subject to 
article 5, the directors had a discretion 
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By L. C. VOUMARD, B.A., LLB. 


to invest sums so set aside as they 
wished; they were empowered to sell any 
investments so made, to divide the r- 
serve into special funds, or to employ 
reserves in the business of the company. 
Profits available for dividend were those 
remaining after the directors had made 
such transfers to reserves as they saw fit. 


Subsequently the company subdivided 
its issued ordinary shares of £5 each into 
£1 shares, and altered the articles to give 
the ordinary shareholders one vote for 
every five shares; the preference share- 
holders had one vote per share. Later 
still, in 1920, the company increased its 
capital by creating new ordinary £1 
shares, and the sum of £42,044 standing 
to the credit of a general reserve repre- 
senting accumulated profits was capital- 
ised in the form of ordinary £1 shares 
issued to the holders of ordinary shares 
credited as fully paid. At this stage the 
ordinary shareholders had by far the 
greater part of the total voting power 
concentrated in their hands. 


Then in 1946, new articles were 
adopted. Of these, article 140 gave 
power to the company to resolve that 
any sum not required for the payment of 
the preference dividend and (a) standing 
to the credit of any reserve account (in- 
cluding a share premium reserve), or any 
sum arising from any operation creating 
an excess of assets on capital account, or 
(b) being undivided net profits, be capital- 
ised; such sum could then be “approp- 
riated as capital to and amongst the 
shareholders who would have been en- 
titled thereto if the same had been dis- 
tributed by way of dividend. . .” 


On that set of facts, the company took 
out a summons to have the court deter- 
mine (a) whether the “further surplus 
assets” in which, under article 5, the pre- 
ference shareholders were to participate 
on winding up rateably with the other 
shareholders meant the assets of the 
company available after paying debts 
and repaying paid up capital and paying 
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Give personality 
and colour 


to your business envelopes 


FIRST 
Bring a new personality to your business 
correspondence. Have your name, address, trade mark 
or emblem printed on your choice of 5 selected 
“Fineline” background colour tints... on B & P’s 


guaranteed high-quality correspondence 
envelopes . . . at remarkably little cost. 


Free colour designs. B & P will gladly prepare colour 
sketches for you, without obligation. Phone the man 
from B & P for Free Sample, or write to — 


Besley & Pike Pty. Ltd. 


(inc. in Q’Id.) 
Manufacturers of the largest range of Envelopes in Australia 


93 Alfred St., Fortitude Valley, Q’ld. Phone 5 2151 
13 Meeks Rd., Marrickville, N.S.W. Phone 51! 3791 
324 Spencer St., Melbourne, C.1, VIC. Phone 30 3016 
Box 17, Post Office, North Hobart, Tasmania 
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any arrears of preference dividend, and 
(b) whether article 140 authorised the 
company to allot to ordinary share- 
holders shares, credited as fully paid, by 
way of capitalisation of a surplus result- 
ing from an assets revaluation. It was 
conceded that the company had power to 
capitalise a credit balance of profit and 
loss, and of other revenue reserves, re- 
serves arising from the realisation of 
capital profits, and a share premium re- 
serve; did it also have power. to treat an 
assets revaluation reserve similarly? 


As to the first question, Buckley, J., 
gave an answer in favour of the prefer- 
ence shareholders. They were entitled to 
participate with the other shareholders in 
all assets remaining after paying credit- 
ors, the costs of winding up, any arrears 
of preference dividend, and after repay- 
ing all paid up capital. If the ordinary 
shareholders alone were to be entitled to 
such “further surplus assets”, it was, on 
the articles, necessary that resolutions ap- 
propriating all accumulated profits not 
required to pay the preference dividend 
be passed before liquidation began. In 
the absence of such articles, such ac- 
cumulated profits formed part of the 
fund of assets distributable, under article 
5, rateably between the preference and 
the ordinary shareholders. 


The court’s answer to the second ques- 
tion, however, was in favour of the ordi- 
nary shareholders. It was held that 
article 140 did authorise the capitalisa- 
tion of an assets revaluation reserve, be- 
cause in essence such a capitalisation 
was only the declaration of a dividend 
coupled with the application of that divi- 
dend on the part of those entitled to it in 
paying up the shares to be issued to 
them in satisfaction of their rights of 
participation. As the reserves were dis- 
tributable among the ordinary share- 
holders, they might also be legally capi- 
talised without encroaching on the rights 
of the preference shareholders. 


One question which had been raised 
concerned the legality of capitalisations 
of assets revaluation reserves, and per- 
haps the most interesting part of the 
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judgment is that part which deals with 
this. At pp. 267-268, Buckley, J., ex- 
pressed himself thus: 


“It has, J think, long been the gene- 
rally accepted view of the law in this 
country (though not established by 
judicial authority) that, if the surplus on 
capital account results from a valuation 
made in good faith by competent valuers, 
and is not likely to be liable to short- 
term fluctuations, it may properly be 
capitalised. I can see no reason 
why, if the valuation is not open to criti- 
cism, this should not be so, or even why, 
in any case in which the regulations of 
the company permit the distribution by 
way of dividend of profit on capital ac- 
count, a surplus so ascertained should 
not be distributed in that manner. After 
all, every profit and loss account of a 
trading concern which opens and closes 
with a stock figure necessarily embodies 
an element of estimate. The difference 
between ascertaining trading profits by, 
amongst other things, estimating the 
value of the stock in hand at the begin- 
ning and end of the accounting period, 
and ascertaining capital profits by com- 
paring an estimated value of the assets 
with their book value, appears to me to 
be a difference of degree but not of 
principle. Moreover, if a company has 
fluid assets available for payment of a 
dividend, I can see nothing wrong in its 
using those assets for payment of a divi- 
dend, and at the same time, as a matter 
of account, treating that dividend as paid 
out of a capital surplus resulting from an 
appreciation in value of unrealised fixed 
assets. The proper balance of the com- 
pany’s balance sheet would not be dis- 
turbed by such a course of action. The 
company would be left with assets of a 
sufficient value to meet the commitments 
shown on the liabilities side of its bal- 
ance sheet, including paid up share capi- 
tal. A company is not required by law 
to keep any part of its assets in any par- 
ticular form. I do not say that in many 
cases such a course of action would be a 
wise commercial practice, but for myself 
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I see no ground for saying that it is 
illegal.” 


“Obtaining Credit” 


An undischarged bankrupt who 
obtains credit from any person to 
the extent of £20 or upwards, with- 
out informing that person that he is 
an undischarged bankrupt, is guilty 
of an offence under Section 211(a) 
of the Bankruptcy Act 1924-59 
(Cth.). But what is the meaning of 
the expression “obtains credit” in 
that provision? 


In Tilley v. Official Receiver (1961) 
34 A.L.J.R. 361 the High Court has de- 
cided that merely to pay for goods de- 
livered by cheque, which cheque is sub- 
sequently dishonoured because of the 
drawer’s lack of funds, does not amount 
to the obtaining of credit. 


Without disclosing his status, an un- 
discharged bankrupt bought goods, and 
paid for them by a cheque on delivery. 


The cheque was dishonoured—the bank- 
rupt apparently went beyond the over- 
draft limit at his bank — but there was 
nothing to indicate that he knew the 
cheque was valueless. He was convicted 
of the offence constituted by Section 211 
(a), but the High Court upheld his ap- 
peal. 


Dixon, C.J., indicated that there were 
two reasons why the bankrupt could not 
be said to have “obtained credit”. In the 
first place, “the sellers of the goods never 
intended to give him credit and never 
did so, nor did he seek credit from them, 
expressly tacitly or impliedly. They sold 
for immediate payment and received 
what they considered immediate payment 

. , namely, a cheque.” From this it 
must follow that an essential ingredient 
in the obtaining of credit is that the other 
party to the transaction must assent to 
the payment being deferred. It cannot 
be said that a bankrupt “obtains credit” 
for the purposes of Section 211(a) just 
because he buys goods for which, so it is 
later discovered, he did not pay at once. 
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Secondly, said His Honour, the cheque 
was taken as conditional payment; there. 
fore on the handing over of the cheque 
to the seHer the debt was conditionally 
satisfied. In accepting the cheque the 
seller could not be said to have given 
credit. Admittedly the debt revived op 
the cheque being dishonoured, and the 
creditor could then sue on the debt or on 
the cheque, but there could still be no 
question of the seller giving or the bank- 
rupt receiving credit. 


Barred by Lapse of Time 


The unfortunate plaintiff in Davies 
v. Elsby Brothers Ltd. (1961) ] 
W.L.R. 170 sustained an injury, in 
circumstances which entitled him to 
claim damages for negligence against 
his employer, on 20 March, 1956. 


The plaintiff issued his writ nearly 
three years later, on 18 March, 1959, 
just two days before his claim became 
statute-barred by the Limitations Act 
1939 (Eng.). But the writ was issued 
against “Elsby Brothers —a firm”, by 
whom the plaintiff had been employed. 


In 1955, however, the firm had been 
taken over by Elsby Bros. Ltd., by whom 
the plaintiff had continued to be em- 
ployed. He amended his writ on 17 
March, 1960, by substituting “Ltd.” for 
“a firm”, but, of course, by that time the 
Limitations Act had run its full course 
against him. And on that ground the 
company successfully sought to have the 
writ set aside —the plaintiffs claim 
against it was statute-barred. 


The Court of Appeal, affirming the 
court below; pointed out that the firm 
and the company were two separate 
things; there was nothing on the writ as 
originally issued to show that it must 
have been intended for the company. 
The original mis-description on the writ 
was not a mere technicality, and the 
court had no power to allow, by way of 
amendment, the substitution of a new 
party (the company) as _ defendant, 
against whom the claim was statute- 
barred. 
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Current Problems Discussed in 


Overseas Journals 


Notes prepared by the teaching staff of the Department 
of Accounting in the University of Melbourne. 


Auditing 

In an article entitled “Discovery 
Sampling in Auditing” in The Journal of 
Accountancy, February, H. Arkin points 
out that, when statistical sampling tech- 
niques are used in auditing, the proper 
size of the sample involves considera- 
tions quite different from those when 
sampling for other purposes such as an 
opinion poll. The author includes a table 
indicating the probability of finding in- 
stances of error with samples of various 
sizes. It is for the auditor to decide what 
degree of probability of success is worth 
while under any given circumstances and 
hence to determine the size of the 
sample. 


Budgeting 

In an article entitled “Budgeting — 
Tool for Profit Management” in Cost 
and Management, February, R. W. 
Fisher describes the implementing and 
operation of a scheme of budgetary con- 
trol which, by sensible application of the 
principles of planning and accounting for 
divergences from the plan, enabled the 
company. concerned to greatly improve 
its competitive and profitability position. 


Companies 


An article of interest to both students 
and practising accountants appears in 


The Accountants’ Magazine, January. 
Written by John Waldie, and entitled 
“Study of a Proposed Amalgamation”, it 
presents in abridged form the kind of re- 
port which might be presented to the 
directors of two companies A and B, 
contemplating amalgamation. Included in 
the items discussed are the valuation of 
assets, capital structure, working capital, 
earnings and management. The report is 
supported by detailed appendices show- 
~ 3 the calculations and adjustments 
made. 
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Costing 

A good case for a well constructed 
absorption costing system, administered 
with the agreement and co-operation of 
department managers, as the most satis- 
factory system for his company, which 
manufactures motor vehicle tyres, is 
made by Lee L. Keener in “Common 
Denominations For Profit Measure- 
ment”, Cost and Management, February. 
The author is well aware of the possi- 
bility of conflict of interests between a 
department manager and the company 
organisation and suggests features of 
flexibility in the system to cope with 
situations where interests diverge. 


Decimal Currency 


In the Accountants Journal (N.Z.), 
February, there appears an article en- 
titled “From £sd to R and C” containing 
the observations of G. E. Brittenden on 
the change-over to decimal money in 
South Africa and the preparations made 
by business establishments to cope with 
the change. 


Depreciation 


The need for revision of the taxation 
provisions relating to depreciation is seen 
as a national issue in U.S.A. by Frank 
V. Olds, “Depreciation and the Nation’s 
Future” and James K. Polk, “Remedial 
Proposals on Depreciation Rules”, two 
articles appearing in The Controller, 
February. 


Learning Curve 


The N.A.A. Bulletin, February, pub- 
lishes “The Learning Curve —A Basic 
Cost Projection Tool” by M. L. Taylor, 
who provides a simple explanation of the 
learning curve theory and its value as a 
cost projection tool in industries that fall 
between mass production and single item 
production. 
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Estate Planning 

In The Journal of Accountancy, Feb- 
ruary, M. H. Reuben discusses “The Ac- 
countant’s Part in Estate Planning”. He 
includes a check-list of topics that ought 
to be considered by a client, his attorney 
and his certified public accountant. 


Public Accounting 

In “Long-Range Planning for a 
Growing Firm”, The Journal of Account- 
ancy, March, Kenneth L. Thompson 
discusses four principles apposite to the 
development of long-range objectives and 
planning for an accounting firm. 


Terminology 
After reviewing a number of diverse 
views on what constitutes a_ liability, 


Maurice Moonitz, “The Changing 
Concept of Liabilities”, The Journal of 
Accountancy, May, propounds four 
characteristics by which to test whether 
a given item falls within the category of 
liability or not. He comes to the cop- 
clusion that some balance sheet items 
which are frequently shown as liabilities 
ought not to be so treated. 


Return on Investment 


In an article “Payback As an Aid in 
Capital Budgeting”, The Controller, Feb- 
ruary, Herbert E. Dougall claims that the 
payback test for capital budgeting is use- 
ful only when its limitations are under- 
stood. 





Letter to the Editor 


DECIMAL CURRENCY 


The Editor, Sir — 


Myself a keen student of the decimal ques- 
tion, I read with interest Mr. Walter Scott’s 
article in your April issue (“To Decimalize or 
Not to Decimalize). I agree with most of 
what he says, but I am unable to agree with 
his conclusion, that in spite of the cost and 
the trouble, it is worth while to change. 


I am unable to agree with his observations 
about the effect on children either. In Vic- 
torian schools, £ s. and d. are taught before 
decimals, because children grasp them more 
readily. Apparently this is because the child 
recognizes a quantity such as £12/14/6 as 
being somewhat similar in nature to 12,146, 
that is, working always from right to left, the 
4 means 4 units each bigger than the 6, the 
one means | unit bigger than the 4, and so on. 
But when one comes across a quantity like 
121.46, where one moves both left and right 
from the point, a completely new conception 
is introduced, and it takes most children a 
little while to grasp it. 

When it comes to adults doing sums I agree 
that a decimal system of currency is superior 
to the traditional, but I find that the advant- 
ages are so slight as to be negligible—certainly 
not worth the enormous cost and trouble of 
conversion. 

I have evolved a simple but quite effective 
method of measuring the labour involved in 
doing a sum. Applying it to a large number 
of examples I discover: 
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. Where small quantities are involved, the 
processes of addition, subtraction, multi- 
plication and division are no easier with 
decimal currency than with traditional. 
They are identical. 


. Where rather larger quantities are involved, 
a decimal currency begins to show an ad- 
vantage, but it is a theoretical advantage 
and has no practical value. Moreover in 
many cases the value of the advantage re- 
mains constant as the size of the sum in- 
creases. 

For instance, no matter how big the 
dividend in division, the value of the ad- 
vantage remains unchanged. This of course 
is because the advantage appears only .in 
the shillings and pence columns. It does 
not change, however large the multiplicand 
in multiplication, or whether an addition 
sum has two lines of figures or two hund- 
red. 


. Substantial advantages for a decimal cur- 
rency appear in division with a large 
divisor and multiplication with a large 
multiplier. However these kinds of sum 
are not too common, and anyway numer- 
ous short cuts are available. 


If one more observation may be permitted: 
We human beings never have suffered our- 
selves to do hard work unnecessarily. And 
that goes for any hard work involved in doing 
sums. We have surrounded ourselves with 
ready reckoners, slide rules, adding and calcu- 
lating machines, computing petrol pumps and 
computing scales. It is difficult to see how a 
different coinage might significantly reduce 
effort or save time further. 


BOB BOASE, 
Melbourne. 
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OTHER BIG FEATURES INCLUDE: 


© Complete range of Multi 
register models. 

¢ Instantaneous programme 
change for debtors, 
costing, stock records, 
payroll and numerous 
other routines. 
Automatic opening and 
closing of carriage. 
Simple operation 
dispenses with the need 
for skilled staff. 
Side by side original 
entry on ledger card and 
statement (optional). 
Keyboard dating for 
random posting. 
Automatic balances with 
direct subtraction in 
all registers. 


MONROE ‘PRESIDENT’ ACCOUNTING MACHINE 


' 


A 


b 


Scientifically designed to promote fast “Rhythmic” operation, with fewer 
errors and greater production, the “PRESIDENT” keyboard is years 
ahead of its nearest competitor. 

Your operator, too, will appreciate the use of non-glare colours — 
cutting to a minimum the possibility of eyestrain — and enhancing 


> still further the smart, modern appearance of this wonderful keyboard. 


Every machine operator spends more time on the machine keyboard 
than on the insertion and extraction of forms. Does this make the 
keyboard an important factor to take into consideration when 
choosing a new machine? We think so. 


The “‘President’”’ keyboard features: 


Large easy-to-read numerals: 

Chamfered keys reducing possibility of error: 

Velvet touch effortless key depression: 

Elimination of fumbling area between keys promotes faster keyboard setting: 
Keyboard dating — month, days of month and year — the ultimate in dating 
flexibility: 

Symbol identification of amounts posted: 

“Natural” positioning of 10d. and 11d. keys: 

Functional controls in identifying non-glare colours. 


LARGEST AUSTRALIAN-OWNED OFFICE MACHINES ORGANIZATION 


Business Equipment 


Sole Australian Agents for 
Monroe Adding Calculating Machines — Royal Typewriters — Mercedes Accounting Machines 


Hobart: B 7339. 
Perth: 23 3558. 


Adelaide: W 1589. 
Brisbane: FA 1021. 


Melbourne: 34 6191. 
Sydney: BM 6231. 


————, 
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The Background for Soviet Financial 
Accounting at the Firm Level 


By E. JOE De MARIS, Associate Professor of Accountancy, 
University of Illinois, U.S.A. 


E orbiting of the Sputniks and the 

West’s counter-satellites has served 
to highlight most dramatically one aspect 
of the cold war—the war of the scientists. 
One recognizes immediately, however, 
that scientific achievements require an 
underpinning of industrial achievement 
which, in turn, reminds of another of the 
rivalries implicit in the cold war — the 
war of industrial units. So far as the 
Soviet Union is concerned, the rapid 
industrialization of that nation has had 
many facets, all deemed critical to its 
survival by Soviet leadership. The 
external aspect of survival has been 
emphasized by Soviet leaders from the 
beginning — survival in an unfriendly 
world called for industrialization at a 
rate which rapidly reduced the absolute 
advantage held by non- Communist 
countries. 


But no less critical to the survival of 
the Soviet system has been the internal 
aspect of making work the first economy 
organized totally on the basis of socialized 
effort. Difficulties in the years prior to 
the initiation of the five-year plans 
brought the Soviet economy to the brink 
of chaos time and again. The five-year 
plans themselves, unquestionably success- 
ful in the rapid development of Soviet 
heavy-goods industries, presented their 
own special problems. One major diffi- 
culty, for example, was attributable to 
the lack of education and skill on the 
part of an agrarian population which had 
to be trained to man the new industrial 
units which came thick and fast under 
successive five-year plans. Time and 
frequent resource to desperate measures 





1. Based in part upon the author’s Ph.D. 
dissertation, Adaptability of Accounting to 
Different Social Systems, University of 
Illinois, 1955. 
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resolved this and other problems well 
enough to enable Communist leaders to 
legitimately claim the development of a 
major industrial power in a scant three 
decades”. It is a fact that “The U.S.S.R. 
today is the second greatest industrial 
country in the world, yielding only to 
the United States.” 


Soviet accountants and accounting 
played an important role in this accom- 
plishment. Soviet financial accounting, 
originating with the short-lived period 
of the new economic policy in the mid- 
1920’s, became under the five-year plans 
the device for implementing the central- 
ized planning and control features which 
are an integral part of the Soviet indus- 
trial system. It is with the background 
for Soviet financial accounting at its 
present stage of development that we 
shall now be concerned with particular 
emphasis upon some of the pressures and 
diversionary influences conditioning and 
limiting its effectiveness at the firm level. 


The Soviet Firm and Financial 
Accounting — in Theory 
Basically all economic systems are 
concerned with man’s struggle to provide 
resources in some useful array as either 
dictated by consumers, the state planning 
board, or some other means. Since the 





2. One’s judgment as to the degree or scope 
of Soviet success is necessarily subjective. 
What weight, for example, should be 
assessed for the undeniable fact that the 
human costs of this rapid industrialization 
were enormous? If one considers only 
production statistics as a measure of 
success, the Soviet Union’s accomplish- 
ments over the past thirty years are 
impressive, 

. Ellsworth Raymond, 
Progress, New York: 
pany, Inc., 1957, p. 2 


Soviet Economic 
Rinehart & Com- 
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problems facing economic systems are 
essentially the same, one finds, as might 
be expected, that the organizational 
structures and technology employed in 
industrially advanced countries are similar 
in many ways. It is not then surprising 
that double-entry accounting is used by 
Soviet firms and that Soviet accountants 
are faced with problems and pressures 
familiar to accountants in English- 
speaking countries. But there are other 
problems and pressures not at all in- 
consequential that find no common 
ground and must be ascribed to the 
“Soviet way of life”. It is these differ- 


ences, often paradoxical and sometimes 
bordering upon the incomprehensible to 
those concerning themselves with Soviet 
matters fer the first time, that will be 
emphasized in the succeeding article. 


The Soviet firm or plant is the basic 
production unit in the industrial order of 
the Soviet economy. Its internal organiza- 
tional pattern has remained remarkably 
stable through the same years which saw 
the purely administrative units above it 
shuffled and reshuffled, grouped and re- 
grouped, split and recomposed.* During 
this period, the firm gradually gained 
power and more and more independence 
at the expense of the more transitory 
higher administrative organs. 


At present, the firm is legally bound 
to fulfill all production and financial plans 
approved for it by relevant higher organs. 
It is important to realize that these plans 


are definitive; certain tasks of a given 
quantity, quality and assortment of pro- 
ducts are to be accomplished by the con- 
sumption of a certain assigned quantity 
of materials, the use of a labor force of 
a certain size paid at certain specified 
rates. The production plan is developed 
first and stated in terms of natural units, 
Later the production plan is restated in 
terms of roubles and thereby it becomes 
the financial plan for the firm. 


When the “technical-industrial-financial 
plan”, as it is called, is approved for 
each firm, it becomes in effect the basis 
for a system of allocation orders without 
which, in theory at least, not a single 
firm could acquire the planned amounts 
of the particular resources it requires to 
insure its production of the planned 
amounts of the products assigned to it. 
In turn its output is drawn upon by other 
units by means of these pre-assigned 
allocation orders. Thus the allocation 
order is simply an authorization to make 
a purchase of a stated amount of a 
designated resource by the firm named 
therein. Because of certain difficulties 
with the Soviet economic system which 
will be revealed later, the allocation order 
symbolizes one of the most important 
problems facing the management of 
Soviet firms. 


To implement the production-financial 
plan, a revolving working capital fund is 
provided at the State Bank for each firm; 
from it the firm is expected to pay for 





4. The most recent re-organization began in 
mid-summer, 1957. A system of regional 
economic councils (104 in all) was estab- 
lished to replace the industrial ministry 
system. While this decentralization of in- 
dustrial management in the Soviet Union 
will normally be spoken of as the 1957 
decentralization, it may not be completely 
implemented yet. For the purposes of 
this article, the fact that the formal or- 
ganizational pattern of Soviet industry was 
changed in 1957 has been ignored for the 
reason that the article deals primarily with 
the de facto economic system of the Soviet 
Union and it remains to be seen whether 
it can be much affected, at least in the 
short-run, by the changes indicated above. 
The prevailing view in 1960 among most 
non-Soviet observers of Soviet develop- 


ments is that the 1957 re-organization was 
shallow. The extreme centralization of the 
Soviet economic system was in reality 
barely dented by what appeared at first 
to be a real step towards increasing loc 
control. Soviet leaders undoubtedly desire 
the achievement of many of the benefits of 
decentralization — encouragement of im- 
novation, better exploitation of local ad- 
vantages, a more flexible and responsive 
economic system — but they appear 
fear that real decentralization might also 
result in converting the U.S.S.R. into & 
market economy. Such a development 
would certainly raise the standard of living 
for Soviet citizenry but probably would 
not, at the same time, accommodate 
national goals deemed urgent by the present 
Soviet leadership. 
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ANNOUNCING... 


NEW TERM CLASSES 





Accountancy classes: Day classes for those who are fortunate enough to be 
able to devote full time to study whilst preparing for the accountancy examin- 
ations to be held in October, 1961, begin on 5th. June, 1961. 


Evening classes for accountancy students begin on 5th June, 1961 also. 


Secretarial classes: Evening classes preparing students for the November/ 
December 1961 examinations conducted by the Institutes of Secretaries begin on 
4th July, 1961. 


Cost Accountancy classes: Evening classes for the October, 1961 examinations 
conducted by the Australasian Institute of Cost Accountants begin as follows:- 


On 7th June, for Papers Nos. 3, 4 and 5. 
On 5th July, for Papers Nos. 1 and 2. 


Sales Management: Evening classes for the examinations conducted by the 
Institute of Sales Management in November, 1961, begin as follows:- 


For Intermediate Commercial Law on 7th June, 1961. 


For other Intermediate subjects on 23rd June, 1961. 


For Final subjects on 16th June, 1961. 


CORRESPONDENCE INSTRUCTION 


Those who desire to prepare for their accountancy examinations studying by 
correspondence in the quiet comfort and convenience of their own homes may 
enrol with the College at any time. 


Full details of time tables, fees, and enrolment procedure gladly given upon 


request. 


A. E. SPECK COMMERCIAL COLLEGE 
138 Flinders Street, Melbourne, Victoria. 
MF 4648. 
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all materials, labour and other necessities. 
In turn, the firm receives a money return 
for products it delivers to other firms or 
agencies Of the State. Thus the indi- 
vidual Soviet firm operates under condi- 
tions similar to firms in the United States 
in that its inputs and outputs are 
measured in money and may be com- 
pared to determine whether the firm has 
made a profit or loss. This is Soviet 
“business accounting” and Soviet enter- 
prise managements are constantly ad- 
monished to utilize their resources so as 
to minimize costs and earn a profit. As 
a further incentive, satisfactory financial- 
production performances may result in 
bonuses and/or other premiums to the 
management group as well as certain 
other benefits which are also shared in 
by the people below the management 
level. 


Soviet demands upon accounting are 
consistent with their apparent interest in 
the “rouble” performance of Soviet firms. 
A complete report on the financial results 
for the year is required. In addition, 
monthly and quarterly reports must be 
prepared in the course of meeting the 
reporting requirements imposed upon the 
firm. The annual report is, of course, 
extremely important as a measure of 
plan fulfillment success or failure, but 
the quarterly reports are also of consider- 
able interest to plant management and 
the chief administrative levels above the 
firm. One readily apparent reason for 
this interest is the fact that management 
performance premiums (bonuses) are tied 
to quarterly plant performances. 


The firm’s accounting department as 
well as all other departments are under 
the supervision of the plant director. He 
heads the firm and in Soviet management 
theory as presently constituted, he is the 
master of the firm. His orders are un- 
conditionally obligatory for all plant 
personnel Power usually begets respon- 
sibility and the Soviet plant director is 
no exception—he is held to be personally 
responsible for the fulfillment of the 
firm’s annual plan. 
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The Chief Accountant’s Position in the 
Soviet Firm 


The chief accountant of the Soviet 
firm is not the director’s second in 
command —this role is usually reserved 
for the chief engineer. But this account- 
ing position is one of considerably more 
responsibility than is usually associated 
with the position of chief accountant in 
American firms. The chief accountant 
of a Soviet firm is not only head book- 
keeper, he is also head cost accountant 
and the controller of the firm as well. The 
obligations and rights of Soviet chief 
accountants have been standardized and 
fixed by Soviet law. He has final respon- 
sibility for the record-keeping activities 
of the firm. He is responsible for re- 
viewing al) the monetary transactions of 
the firm so as to prevent any unauthorized 
expenditures; he has final responsibility 
for meeting all reporting requirements. 
He will in the course of his duties, for 
example, prepare the firm’s annual 
financial reports upon which the fate of 
the director and, indeed, all of the top- 
level management of the firm may 
depend. He usually accompanies the 
director of the plant to Moscow where 
he presents and defends the annual 
reports before the appropriate admini- 
strative organization for his particular 
firm. 


No contract may be entered into nor 
wage payment made without the chief 
accountant’s signature. He is required 
by law to refuse to execute illegal orders 
issued by the director and to report such 
orders to higher authorities. The last- 
mentioned duty is a carry-over from an 
earlier period when the chief accountant 
was not subordinate to the firm’s director. 
At that time, he was appointed and was 
directly responsible to an administrative 
agency above the firm. As an agent in 
fact of a higher administrative group, he 
possessed an area of autonomy within 
the director’s larger sphere of domin- 
ance. The resultant — internecine war- 
fare between director and chief account- 
ant — gradually impressed the higher 
administrative agencies as being more 
detrimental to operating efficiency than 
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the alternative of centralizing power in 
the hands of the director. A perusual 
of the powers yet remaining to the chief 
accountant reveals that not all of the 
built-in conflict between chief account- 
ant and director has been removed from 
Soviet laws defining their duties. Rules 
and regulations, however, as we shall 
soon see, are only a part of the opera- 
tional milieu of the Soviet economy. 


In general, the basic functions of the 
chief accountant according to Soviet 
management theory may be summarized 
in this way: 

1. He should assist the director of the 
plant in any way that contributes to 
the operating efficiency of the firm. 


He must supervise the financial 
activities of the firm with particular 
attention to the financial transactions 
of the manager and other top manage- 
ment personnel. 


The desire on the part of Soviet 
leaders to give the accountant a special 
place in their administrative system 
would be viewed sympathetically by 


many in western business societies, but 
the elevated position of the accountant 
in Western capitalistic countries today 
is the result of a long period of develop- 
ment of the accounting function, a sort 
of gradual process of ascending from a 


lower world of greeneye-shades and 
slant-top desks. In the Soviet Union, it 
is the director of the enterprise who is 
on the ascension path, the chief account- 
ant has seen the peak of his power pass 
for he has lost, probably forever, many 
of the prerogatives assigned to him early 
in the period of Soviet industrialization. 


The Soviet Firm and Financial 
Accounting — in Practice 


The official view of Soviet industry 
might give the impression of men and 
machinery moving together in a blended, 
unified effort which culminates in an 
ever-increasing torrent of products avail- 
able for the lucky inhabitants of the 
Soviet Union. This is accomplished by 
means of an elaborate planning process 
which is finalized when a “technical- 
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industrial-financial plan” is approved for 
each firm. When the plan is combined 
with State-provided plant and working 
capital and implemented by socialist. 
motivated men, the production of things 
according to the State-determined order 
of priority would seem to follow auto- 
matically. 


But it is commonplace that the plans 
of men and dictators sometimes in their 
implementation develop conflicts, gaps 
and other contra-planning tendencies. 
The model reflecting the perfections of 
theory invariably bends to practice which 
reflects the imperfections of man. More- 
over, the Soviet Union faced some special 
problems over and above those inherent 
in any mass orientation endeavour. 
Mention may be made, for example, of 
the fact that in the beginning the majority 
of the Russian population either did not 
understand or were hostile to the objec- 
tives of Communist leadership. Obviously 
the Soviet economy was (and still is) 
vulnerable to the stresses which accom- 
pany the rapid industrialization of any 
economy, no matter what its ideology. 
It is not surprising therefore that the 
Soviet economic system suffers from 
many serious imperfections. 


The scope of this paper does not 
permit an extended discussion of the 
varied difficulties plaguing the Soviet 
economic system but it does seem 
appropriate to review the operation of 
the Soviet planning process in some 
detail since it is the keystone in the 
organizational pattern of the Soviet 
production system. It is axiomatic that 
planning or the effects of planning touch 
upon every phase of the operation of a 
Soviet firm and, as will be revealed, 
shortcomings in the planning mechanism 
have far-reaching consequences for firm 
accounting and the chief accountant. 


Soviet Planning Difficulties 


In Soviet theory planning comprises 
both the formulation of the “technical- 
industrial-financial plan” and its subse- 
quent execution. Soviet planning diff- 
culties may therefore be classified accord- 
ing to two main sources: 
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Basic deficiencies in plan prepara- 
tion. 

Administrative weaknesses in plan 
implementation. 


The formulation of the economic blue- 
print called the “technical-industrial- 
financial plan” has not yet been perfected 
by Soviet planning agencies. The plans 
for individual firms are often incomplete 
—the main product categories may be 
delimited but other important supple- 
mentary categories (spare parts, for 
example) may be left amountless. 
Similarly the details as to material and 
labor requirements may be incomplete. 
It is not uncommon for a firm manage- 
ment to find that material requirements 
as indicated by product specifications are 
not compatible with the quantities and 
kinds of materials called for in the firm’s 
pre-assigned allocation orders. 


Frequently the finalized plans are not 
available until after the plan period has 
begun. In addition approved plans are 
subject to more or less continual revision. 
These changes generally stem from one 
of two sources. One such source is 
planning errors; the other, adjustments 
occasioned by the changing needs of the 
economy as ascertained after the final 
plan was approved. The latter may be 
illustrated by assuming that Soviet leaders 
decided during an interplan period that 
the manufacture of atomic generators was 
to begin immediately. Naturally resource 
needs for the production of atomic 
generators would be_ given highest 
priorities. At present Soviet planners 
would simply superimpose this task upon 
the existing, functioning plan without any 
adjustments in the material requirements 
or labor needs of the firms newly assigned 
to the production of the atomic generators 
or their supplier plants. In theory we 
have then a new array of product 
apparently to be made from materials 


and other productive factors assigned for 
some other group of products!® 


In the area of plan implementation, 
many difficulties could be cited but 
mention will be limited to only a few. 
The superimposing of an additional 
assignment upon a firm already engrossed 
in accomplishing its planned tasks pre- 
sents many problems for that firm. 
Since in Soviet theory the plan assign- 
ment is apparently regarded as a 
minimum undertaking, the firm nomi- 
nated for an interplan task may in some 
instances be expected to complete both 
its new assignment as well as its plan 
assignment. Sometimes it may have to 
abruptly terminate its present production 
schedule so as to re-orient plant facilities 
to the new high priority production tasks. 
Such “mid-stream” changes greatly 
magnify the already difficult problem of 
material acquisition and help to explain 
the existence of the Soviet “expediter” 


Even under normal circumstances, the 
problem of avoiding production halts due 
to shortages of materials is an ever- 
present one. Part of the problem is 
traceable to an over-burdened Soviet 
transportation system. Part of the pro- 
blem is attributable to just old-fashioned 
bureaucratic fumbling, apparently a 
constant companion to extensive central- 
ization of power under any regime. Thus 
the plant director finds, for example, that 
the allocation order is no guarantee per 
se of delivery since it may be pigeon- 
holed somewhere in the Soviet admini- 
strative labyrinth. Normally, of course, 
the order is filled but it is not uncommon 
to find that the quantities and quality of 
materials received vary from what was 
specified by the allocation order. Finally, 
the materials that do arrive at the plant 
site may not come according to the 
delivery schedule because, for the reason 





5. This sort of “unplanning” can be explained 
in part by the fact that chief administrative 
agencies are working from summary plans 
which can be, of course, no more complete 
or accurate than the individual plans 
included in the summary. In the light of 
the probable error in the original plan 
estimates, Soviet planners may consider 
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that the changes are in effect immaterial. 
There is also the matter of administrative 
time-lag to be considered. Perhaps the 
plan period might be over by the time the 
details of plan changes could be worked 
out and become known to the producers 
and their suppliers. 





indicated above, reliability is not an out- 
standing characteristic of the Soviet 
transport system. 


Thus Soviet planning as _ presently 
constituted is actually far from a precise 
tool. From beginning to end, planning 
is still on a rough-and-ready basis. For 
management at the firm level, this adds 
up to a great deal of uncertainty parti- 
cularly in the area of plan execution. 
Naturally, the firm director and his staff, 
in the interest of self-preservation, have 
taken steps to reduce the uncertainties 
where possible. 


Firm Management’s Answer: Defense in 
Depth 

The most significant over-all effect 
of planning deficiencies is simply this: 
a chronic over-commitment of resources. 
Thus the Soviet firm manager character- 
istically faces high production goals with 
critically short resources. He naturally 
attacks both of these obstacles to the 
mind. 


The director first concentrates upon 


keeping the production goals as low as 


possible. The defensive manoeuvering 
begins with the determination of planned 
targets themselves. The over-all plan 
objectives originate with the ministry but 
the detailed production planning is done 
by the engineering department of the 
director’s firm. It is at this point that 
measures taken to insure against plan 
under-fulfillment are introduced. For 
example, even though a plant can 
produce 30,000,000 units without hard- 
ship, a plan for 29,500,000 will still be 
sought initially. Why? The 500,000 
units represent a “safety factor” and as 
such are insurance against plant break- 
downs, poor quality labor, inability to 
secure materials, and other possible 
difficulties. The normal production of 
30,000,000 was accomplished during the 
preceding plan period in the face of these 
same hazards so that the reduction of 
plan, if permitted, will become a cushion 
against “abnormal” hazards and coinci- 
dentally makes plan over-fulfillment, for 
which premiums may be earned, that 
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much easier of accomplishment. It 
should be noted here that there are no 
premiums provided in the Soviet system 
for assuming a higher plan over the 
preceding year. 


Plan over-fulfillment often leads to a 
raising of planned targets for the firm 
by supervisory agencies. Consequently 
to preserve the “safety factor” plant 
directors have to be careful about over- 
fulfilling their plan quotas by too wide 
a margin. The optimum position is to 
be able to produce more but refraining 
from doing so, being content for the 
current period with earning a modest 
premium for plan over-fulfillment which 
is not so marked as to invite the ministry 
or glavk® to raise the firm’s plans for the 
next period. 


Once the plan targets are finalized, 
the firm production objectives are in 
effect fixed by law. Now the plan must 
be fulfilled and, if possible, over-fulfilled. 
How easy or difficult this will be to 
accomplish has been decided to some 
extent already by the degree of success 
the director had in building a “safety 
factor” into his firm’s final plan. But 
difficult or not, the firm management is 
now at its second line of defense. 


The enterprise production plan 
includes, in addition to a target figure 
for the total value of all output, sub- 
targets for individual products. For 
major products the quantity as well as 
rouble value is usually established; for 
minor products or other services only 





6. Glavk, an intermediate level administrative 
agency above the firm but below the 
ministry. Prior to the reorganization of 
Soviet industry in 1957 noted above, the 
glavk played a key role in the Soviet 
administrative scheme of things for approxi- 
mately thirty years. Glavki (central 
administrations) are organized either on a 
territorial basis or product basis. A 
typical Glavk would have a director and 
be organized along department lines. The 
roster of departments typically included 
accounting, finance, supply and sale, and 
planning. The glavk reminds of holding 
companies in the United States organized 
for the purpose of controlling operating 
companies. 
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1. New RICOPY 333, lower priced 
model for lowest cost copying. 


JUST RELEASED 


2. All-electric MIRDI 159 copies every 
detail. Brief size (f/scap from £88). 
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copystat? 
ricopy7? 
mirdi? 
ricohfax? 
tri-combi ? 


copies cost less! 


When you have a copying machine. These days every 

office should have one (ask any user). The question is which 
one and where to get it. This is where we come in — we 
know about every copying process on the Australian 

market today. 


For example, the RICOPY. This copies at the amazingly 
low cost of 1%d. (qto), 2d. (fscap) and 434d. (brief). 
Quantity copying is easy and fast on the RICOPY. 


On the other hand, the well-known COPYSTAT range — 
one of the first all-Australian machines — is still the most 
versatile. The slogan “COPYSTAT copies everything” means 
everything! 


A word here about the world-exclusive COPYSTAT TRI- 
COMBI. ‘This 3-in-1 machine has everlasting lamps and 
makes photocopies, low cost copies and long-run 
offset printing plates. 


Another range of all-Australian machines is the MIRDI 
(aptly named after the aboriginal word for speed). Five 
MIRDI models are priced from £88 to suit the smallest office. 


We are specialists. If your interest is copying, consult 
us first. If we cannot satisfy your need (from seventeen 
machines) we will advise you best how and 
where to solve your copying problem. 


L.W. BAG LE Y P ™. L7. 


245 Pacific Highway, North Sydney. XB 5948 
2 Racecourse Road, North Melbourne. 34-9085 
98 Ivory Street, Brisbane. 27-646 
Leal Ltd., 185 Flinders St., Adelaide. W 1818 
S. B. Hopwood, 107 George St., Launceston. 2-4731 
Office Appliances, 168 George's Tce., Perth. 23-3994 
Johnson & Hey, 58 Hunter St., Newcastle. 2-4568 
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rouble amounts may be indicated. This 
fact opens the door to the possibility of 
varying the assortment from that planned 
so that the aggregate rouble value of all 
output at least equals the planned total 
though some of the components actually 
fall short of planned sub-targets. 


Violation of the assortment plan may 
become necessary, from the management 
standpoint, for one or more of several 
possible reasons. The firm may have 
been unable to secure the raw materials 
in the right proportions or of the proper 
quality so that it could produce the 
assigned amount of each product com- 
prising the planned assortment. On 
occasion the assortment may include 
difficult items for the sometimes poorly- 
trained Soviet workers to make so that 
management feels it expedient to over- 
produce the less difficult items. It follows 
that products for which the factory is 
already tooled-up are given preference 
over those which will require re-tooling. 


Despite all efforts of the enterprise 
management to maximize enterprise out- 


put, it may still be clear to the director 
and his staff, in many cases, that their 
firm is simply not going to meet the plan 
targets for this particular plan period. 


Accurate accounting reports at the 
period’s end will reveal the below-plan 
performance and open the door for some 
unpleasant consequences. The most 
immediate consequence will be the loss 
of management bonuses (premia). To 
realize the importance of this penalty 
alone, consider an example of how the 
bonus system for successful output plan 
fulfillment operates for the plant director. 
For 100% of plan performance, he may 
receive 30% or more of his base salary.’ 
If he is above plan, he may receive an 
additional 4% for each 1% of plan 
over-fulfillment. For an achievement of 
99% of plan, he receives no additional 
income whatsoever. As has been pointed 
out elsewhere, “The sharp discontinuity 





7. The bonus percentages vary widely. For 
directors in some industries the percentage 
has apparently ranged as high as 100% of 
base salary. 
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places a great strain upon the honesty 
of plant accounting . . .”® Bonuses for 
the rest of the management group 
including the chief accountant may vary 
ment of the business. The storekeeper 
additional amounts for over-fulfilment?. 


The loss of bonus may be but one of 
several consequences of under-fulfillment 
of plan. The director may be repri- 
manded by his superiors, criticized in the 
Soviet press, or possibly demoted. On 
the other hand, successful output per- 
formance means cash, recognition awards 
(possibly the Order of Lenin) and rapid 
promotion. In the face of such extremes 
of treatment for what may actually be a 
relatively small difference in operating 
performance, management’s third line of 
defense — concealment of the plan under- 
fulfillment from the ministry — may be 
assumed. This is a last resort, but the 
falsification of the reporting of enterprise 
performance may readily seem to be the 
lesser of two evils. The revelation of 
plan under-fulfillment brings immediate 
retribution. If it is not revealed, there 
is a fairly good chance that it may not 
be discovered.1° The falsification of 
plan performance reports so as to achieve 
the desired volume of finished output 





8. Joseph S. Berliner. “The Informal Organiza- 
tion of the Soviet Firm”, Quarterly Journal 
of Economics, Vol. 66, p. 349. 


A revision in the bonus system is now 
under way. One important objective is to 
bring some standardization to the deter- 
mination of the bonuses. Virtually all of 
industry has been placed on a quarterly 
bonus system with the provision, for ex- 
ample, that the future bonuses for the 
director and his aides at the end of the 
first quarter cannot exceed 50% of their 
official monthly salaries. Another important 
change announced is that emphasis is to 
be placed on achievement of planned pro- 
duction at no more than the standard cost 
predetermined in the plan. Mere com- 
pliance with quantitative goals supposedly 
will not earn bonuses. 


10. The Soviet auditing arm is understaffed 
and is unable to visit all firms in any 
given year. Its audits, when performed, 
are apparently often of poor quality. See, 
for example, discussion of ministry audits 
in Chapter 14, Joseph S. Berliner, Factory 
and Manager in the U.S.S.R., Harvard 
University Press, 1957. 
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may involve simply counting as complete 
units some which are, in fact, not com- 
plete. Enterprises with large work in 
process inventories, perhaps because of 
a long production period, have ample 
opportunity to overestimate the stage of 
completion of their in-process items. For 
those enterprises with a short production 
cycle, it may be expedient to simply 
“hold the books open” and count in the 
old period some of the production of the 
new. It is possible, too, if the firm goes 
on to become highly successful in later 
years, the reporting deviations, if dis- 
covered later, may be ignored by the 
glavk or ministry. 


Firm Management’s Shock Troops: 

Soviet “Expediters” 

A survey of the Soviet operational 
milieu would not be complete without 
mention of the activities of the Soviet 
expediter (tolkach). In an economy 
characterized by shortages of the means 
of production (particularly materials) an 
expediter is a logical resultant where his 
activities are permitted or tolerated. Also 
the web of rules and regulations imposed 
by the Soviet bureaucracy often impedes, 
rather than helps, the consumation of 
the production process. 


The Soviet expediter is not so 
designated on the firm payroll. He may 
be an engineer, a member of the 
purchasing department staff or from 
some other department from which he 
has been “temporarily” detached. His 
objective is to solve some critical need 
of the enterprise at the moment. If he 
has good “connections”, he has a good 
chance of accomplishing his objective. 
The Soviet expediter should not be 
confused with what Americans call a 
“red-tape cutter”. He is that and more, 
for he must be adept at circumventing 
regulations. The Soviet expediter thus 
is more akin to a blackmarket operator. 
He can secure more materials than the 
allocation order calls for; or if his firm 
has a low priority allocation order, he 
may nevertheless secure the delivery of 
materials while other firms, with higher 
priorities, wait. In a really desperate 
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situation, he may be able to produce 
materials for a firm which has no alloca- 
tion order at all. 


In general, the expediter performs an 
important function in a Soviet economy 
which often performs sluggishly and 
frustratingly for enterprises operating 
under the inexorable pressure of the 
plan. He is an outcropping of Soviet 
economic malaise. His activities are 
generally illegal and contra-plan; that he 
is tolerated suggests that the higher 
administrative levels recognize the contri- 
bution of his clandestine plan-imple- 
mentation service. 


The Chief Accountant and the Problem 
of Illegal Acts 


The duties and responsibilities of the 
Soviet chief accountant detailed above 
are obviously incompatible with any kind 
of irregular actions on the part of the 
firm manager and his associates. And 
yet we have seen that the firm manager, 
in the fierce struggle to achieve plan 
fulfillment, may pursue courses of action 
which are illegal and which, in fact, to 
be successfully pursued, will require the 
full cooperation of the chief accountant. 
The outright falsification of reports on 
operating performance referred to above 
is only one illegal act among many 
that may involve the chief accountant. 
Actually the falsification of reports must 
be regarded as-an extreme measure and 
undoubtedly is avoided if at all possible.” 


There are many other irregularities, 
less serious, and therefore probably more 
prevalent, which occur in the normal 
routine of Soviet economic life in which 
the chief accountant is likely to be in- 


extricably involved. A few examples 
should suffice to indicate the nature of 
some of these improprieties. 





11. There is no way to know how common 
report falsification is. References have 
been made in the Soviet press and else- 
where to some of the more spectacular 
cases. In the light of the quantity and 
quality of Soviet auditing it is possible 
that a considerable amount of this kind 
of practice may never have been brought 
to light. 
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Enterprises may have acquired 
materials for which they have no need. 
Soviet law requires that such materials 
be declared so that they become avail- 
able to other firms. But in a materials- 
scarce economy, such stocks may also 
be used for trading with other firms 
possessing items of excess materials. 
Such “firm to firm” exchanges were 
illegal under Soviet law for at least 
fifteen years of the last twenty but were 
nevertheless commonplace during that 
same period. 


To justify the reduction of the firm 
equipment to be under-assessed or have 
plan, the director may cause the fixed 
part of it declared to be in unsatisfactory 
operating condition. This will make it 
appear that the firm’s quota should be 
reduced since its productive capacity has 
been reduced. Or at the end of an un- 
usually successful production period, it 
may be advisable to conceal finished out- 
put by classifying it as work in process, 
thereby creating a reserve for the next 
period when things may not go as well. 


These are only a few of the irregu- 
larities which involve the chief account- 
ant and with which he must concur if 
they are to remain unknown to the 
administrative levels above. Why does 
the chief accountant tolerate these irregu- 
larities? In fact, why is he a co- 
conspirator in them? Indeed, how does 
he survive them? 


A complete answer to these questions 
is beyond the scope of this paper. 
Comment will be offered that will suggest 
one of the roads that would have to be 
traveled for a fully adequate answer to 
the questions raised. One might begin 
by giving consideration to the matter of 
the philosophy of the control system of 
the Soviet Union. Is one of the tenets 
of this system the policy of assigning 
impossible tasks to all those in import- 
ant positions so that they cannot succeed 
without violating the law? Is this done 
so that secret files can be developed for 
every person in a position of responsi- 
bility in the U.S.S.R. with the result that 
such evidence is constantly available as 
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-a basis for prosecution if and when 


Moscow chooses? There is _ rather 
persuasive evidence which can be ad- 
duced to support this interpretation of 
the Soviet control system.!” 


Survival in a World of Guerilla Economic 
Warfare 


Whatever the over-riding intentions 
behind the system of rules and regula- 
tions governing economic conduct in the 
Soviet Union, the fact remains that a 
veritable world of irregular transactions 
has been created.1* These not so clan- 
destine transactions include those that 
violate the spirit, if not the letter, of 
Soviet law to those that are completely 
illegal and could involve the violators 
in severe penalties. There is no question 
that so many managers, chief accountants, 
and other top management personnel are 
involved in the violations of output 
targets, quality standards, material anti- 
hoarding regulations, et cetera, as to make 
the punishment of all of the guilty ones 
utterly impracticable. Once this is 
recognized a more realistic appraisal of 
the position of firm management 
personnel can be made. For if it may 





12. For an exposition of this thesis, see 
Barrington Moore, Jr., Terror and 
Progress U.S.S.R., Harvard University 
Press, Cambridge, Mass., 1954. 


. Some writers and commentators on the 
Soviet Union see in the fact of mass-scale 
irregularities a sign of weakness which 
may portend an eventual collapse of the 
Soviet economy. I believe, to the 
contrary, that the organized evasion of 
rules and regulations is a sign of strength 
for such actions generally lead to more 
production than would have obtained if 
the rules and regulations had been strictly 
complied with. 

Corroboration of this is found, I believe, 
in the fact that repeated violations of 
regulations seem often to have led to their 
improvement or repeal. For example, 
mention was made above of the illegality 
of unauthorized disposals of excess stocks 
by one firm to another. The decree, 
making such disposals illegal and first 
effective in February 10, 1941, was 
abrogated May 13, 1955, according to 
the Current Digest of the Soviet Press, 
VII, No. 20 (June 29, 1955) p. 22. 
People convicted under the earlier decree 
had their sentences terminated and the 
conviction stricken from legal records. 
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be conceded that, despite dossiers replete 
with incriminating evidence, the vast 
majority of people in responsible positions 
will not face prosecution, what actions 
do lead to punishment? What triggers 
the indictment of only a few violators 
of laws while the majority goes un- 
touched, if not untroubled? 


Only two “triggers” will be mentioned 
here. One — under-fulfilment of plan — 
has already been discussed above. The 
other appears to be implicit in all one- 
party political systems and that is to be 
suspected of ideological “deviations”. 
Thus, if one’s actions or statements 
appear to be in conflict with approved 
ways of thinking, he may soon learn 
first-hand the contents of the dossier 
bearing his name. Ideological sin seems 
in the U.S.S.R. to transcend mere cheat- 
ing in financial reporting, illegal sales, or 
poor quality production. Orthodox views 
and plan fulfilment by whatever means 
necessary seem to be musts for firm 
management personnel. 


To an accountant of a Western capital- 
istic country, the operational milieu of 


the Soviet Union would appear at once 
both impossible and terrifying. To the 
Soviet accountant, the system undoubtedly 
appears less unnerving but there is evid- 
ence that the adjustment is not an easy 
one. The pressures and uncertainty of 
the Soviet economic system weighs 
heavily upon all those bearing responsi- 
bility. The rules, penalties, the shortages, 
and of course the dossiers — these are 
the elements of the system which must 
be taken into account by those who 
would manage the Soviet firms. Success 
no less than failure often involve viola- 
tions of rules and regulations; as a 
consequence, it may be presumed that 
most of those in the management group, 
including the chief accountant, have in 
their dossiers enough evidence for a 
conviction if only a small portion of 
their illegal acts have been detected. But 
Soviet firm managers and their associates 
have learned that the “man who gets 
things done”, like his Western counter- 
part, will generally move ahead and the 
chances are'so much in his favor that he 
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will never be confronted with the legal 
violations documented in his dossier. 


For the Soviet chief accountant, the 
path is clear. He must “play ball” with 
the successful manager and in so doing 
he very likely will help keep the dossier 
builders busy. The crisis for the chief 
accountant comes when he is associated 
with a less successful manager. To 
protect himself he must judge correctly 
that point when the unsuccessful tend- 
encies of his firm begin to overbalance 
the success-producing tendencies. When 
he thinks he has detected this point, he 
will begin to denounce the director's 
illegal actions and to dissociate himself 
in every way with identification with the 
irregular activities of his firm. But, if 
he should begin his “revelations” too 
early, he may find that Soviet courts are 
inclined to overlook the illegal acts in 
the face of acceptable production per- 
formance; on the other hand, if he 
begins his disclosures too late, he will 
share with the manager the penalties for 
failure and his only accomplishment will 
have been that his exposure accelerated 
his firm’s decline and assured its failure. 


Summary 

In the absence of “market laws” as a 
guide in the conduct of economic affairs, 
the Soviet Union has developed a mass 
of written law to serve as the ground 
rules for economic decision-making and 
the subsequent actions entailed by these 
decisions. But in spite of the elaborate 
legal system and a ponderous admini- 
Strative hierarchy for its administration, 
the economic system operates to a con- 
siderable extent according to its own 
“rules”. Success in production, that is, 
in plan fulfilment, actually appears to 
be the survival test for the Soviet manager 
and his staff. . At present, “How one 
meets the quota is less important than 
meeting it . . .”!* and, as a general rule, 
only those who demonstrate ineptness 
in plan fulfilment or are guilty of ideo- 
logical “deviations” seem to stand in 
serious danger of having to pass the 
legal compliance test. 





14. Moore, op. cit., p. 56. 
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Cycle Billing—Its Techniques and Place in 


Modern Business * 


By R. M. HADLEY, F.A.S.A., Manager, Electronics Division, 
The National Cash Register Co. Pty. Ltd. 


IS paper on “Cycle Billing” deals 
more specifically with its techniques 
and place in modern business. 

In 1951 I wrote an article on this 
subject which was published in Rydge’s 
Business Journal; at that time, cycle 
billing, in the form we know it to-day, 
though in use in the United States, was 
untried in Australia. 

Four years later Rydge’s Business 
Journal published a follow-up article in 
which I was able to tell of the success- 
ful adoption of cycle billing by a number 
of well-known retail establishments and 
I concluded by saying that although the 
first installations had been confined to 
department stores, it seemed that equal 
or even greater benefits and savings could 
be achieved by the introduction of cycle 
billing methods in other lines of busi- 
ness, particularly wholesaling, with high 
account activities. 


Now, six years later, this has been 
proven to be the case and there are 
installations employing the principles of 
cycle billing in many lines of business. 


What is Cycle Billing? 

Firstly, it is necessary to distinguish 
between “skeleton billing” and “cycle 
billing”. 

In skeleton billing, also known as non- 
descriptive or non-itemised billing, only 
the invoice (or docket) totals — without 
description or reference — are listed on 
the bill. Generally, under this system, 
copies of the charge slips listed are 
attached to the bill and returned to the 
customer. Skeleton billing does not, of 
itself, involve any change in the tradi- 





*Paper delivered at an afternoon convention 
and demonstration of equipment arranged by 
the Victorian Division of the Society and held 
on 20 April, 1961. 
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tional end of the month billing and 
balancing system. 


On the other hand, cycle billing, while 
not necessarily involving any change in 
the form in which the bill is presented 
to the customer, replaces month-end 
billing for all customers with billing and 
balancing in a number of equal groups 
“cycled” throughout the month. Each 
group has a different closing date; for 
example, the group including accounts 
from A to D might be billed on the 
tenth while the group including accounts 
from E to H might be billed on the 
fifteenth and so on. Although the differ- 
ent groups of accounts are billed at 
different times during the month, the 
statements include an entire month’s 
charges and the closing date for each 
group remains the same each month. 


Confusion between the two terms has 
arisen because a number of the stores 
which have installed cycle billing have 
combined the system with skeleton bill- 
ing. 

It will perhaps make it clearer to say 
that there are three main types of cycle 
billing plans in use, and one of these 
includes skeleton billing. These plans 
are:— 


Skeleton Billing — with triplicate dockets 
or photographic copies 


With this plan, totals only are listed 
on the bill for each charge slip or credit 
medium, and copies are sent to the 
customer, stapled to the bill. The addi- 
tional copy is obtained either by furnish- 
ing three copies of all media — charge 
slips, receipts, credit slips, etc. — or by 
using photographic equipment to make 
a microfilm record of the media, before 
stapling to the customer’s statement. 


309 





Descriptive 

As the name implies, under this plan 
details of items purchased or credited 
are typed. There is no need to provide 
an additional copy of the media billed or 
employ photographic equipment. 


Non-Descriptive — quoting dates and 


reference numbers 

This plan is most suitable for whole- 
sale and retain establishments dealing 
almost exclusively with business people, 
who keep the original invoice, etc., to 
check with the statement. The specimen 
statement shown illustrates a non-descrip- 
tive plan, but with provision for the 
typing of special details (see Specimen A). 


Cycle Billing in Operation 

The first step in the operation of a 
cycle billing plan is to establish the cycle 
schedule or chart. 


There is no fixed standard number of 
cycles that should be used by any one 
type of organisation. In theory, approxi- 
mately 20 cycles are considered the limit 
and this plan is sometimes claimed to 
be the ideal because it provides for the 
most even daily distribution through the 


average 22 working day month. On the 
other hand, the greater the number of 
cycles, the more problems are met when 
holiday periods (such as Easter) occur 
and it is often possible to provide more 
convenient, and easily memorised, alpha- 
betic divisions when fewer cycles are 
employed. 


The main processes of the cycle bill- 
ing operation are:— 

1. Sorting. The invoices or sales 
dockets, cash receipts, duplicates, 
credit notes, and other media effect- 
ing the customer’s account must be 
sorted, as swiftly as possible, into 
the cycle divisions. 


The sorted media must then be filed 
by customer. 

Concurrent with this, control totals 
must be established for the trans- 
actions filed for each cycle. 


4. At the due date for each cycle all 
of the filed posting media for the 
month’s transactions for that cycle 
are taken to the cycle billing account- 
ing machine or machines and the 
billing and balancing operation is 
completed. 


Specimen A—showing in a reduced form the arrangement of the non-descriptive 

statement. The actual statement measures 93 in. deep by 7% in. wide and it has 

an attached perforated backing sheet which carries a copy of the details given 
in the statement. 


Do not detach 
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MR. J. 


Sold to 


Office Record 
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P. UNWIN, 


14 MAIN STREET, 


CROYDON. 
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Previous Balance Cash Paid Reference 


Purchases 


Credits Balance Due 














32 17 
7 3 
18 19 
17 6 





This Statement covers transactions 





for the monthly period ending on 
the billing date shown above. 
The balance printed alongside is 
payable within 30 days of this date. 
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5. A credit control procedure must be 
established according to the needs of 
the organisation. 

The above have been dealt with only 
briefly as Mr. B. McK. Revill will deal 
with practical experiences in a recent 
change-over to cycle billing.* 


The Advantages of Cycle Billing 
The following are generally accepted 
as advantages for the cycle billing plan:— 
1. Elimination of balancing and billing 
peaks, since the cycle plan distributes 
this work evenly throughout the 
month. 
Statements are rendered more 
promptly to customers as a result. 


Remittances are received more 
regularly throughout the month and 
peaks in the cashier’s department are 
reduced. 


The work of the credit department 
scrutiny, follow-up and action — is 
spread evenly throughout the month. 


The ledger card produced as a by- 
product of billing (see illustration, 
Specimen B), provides an excellent 
customer history with at least twelve 





* Mr. Revill’s paper will appear in the July 
issue of the journal. 


months’ transactions summarised at 
sight. 

Direct savings in space, machines and 
machine operators is achieved through 
the streamlined billing operation and 
the speed made possible by specially 
designed cycle billing machines. 


The reason why this is so is perhaps 
best illustrated by the chart (Specimen 
C) where in the operations required to 
post one account, active five times during 
the transaction month (say four debits 
and one cash item or credit) are com- 
pared for a daily posting plan and the 
cycle billing plan. It will be seen that the 
number of operations is reduced from 
40 to 15. 

However, it is more realistic to 
compare the actual time in time units 
since it is well known, for example, that 
the time required to select an account 
for an accounting machine posting is 
considerably longer than the time 
required to post a debit or credit item 
once the account form is in the machine. 


The comparison then shows an even 
greater ratio in favour of cycle billing. 
It will be clear that higher account 
activity will increase the advantage of 
cycle billing further while lower account 
activity will tend to reduce it. 


Specimen B: Customer’s ledger card shown in reduced form. The original 
measures 6 in. deep by 8% in. wide and it is slotted in the centre. 


CUSTOMER’S HISTORY LEDGER 


UNWIN, MR. J. P. 
14 MAIN STREET, 
CROYDON. 
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What are the Disadvantages of Cycle 

Billing? 

In the pioneering era of cycle billing, 
there appeared to be a number of dis- 
advantages or possible adverse reactions, 
but many of these proved to have been 
theoretical or to have been more than 
offset by advantages gained. 

These include:— 

1. Customer reaction. It was expected 
that some adverse reaction would be 
felt from customers through the change 
in the transaction period covered by their 
monthly account, but in the case of retail 
establishments this almost universally 
proved to be insignificant. 

This is still a real problem, however, 
for wholesale and other business establish- 
ments dealing with other business houses 
or governed by trade conditions as to 
the date to be covered by account 
rendering. However, there are special 
variations of the plan for such organisa- 
tions which will be dealt with later in 
this paper. 

2. Difficulty in balancing. Balancing 
has proved to be no greater problem in 
cycle billing than in daily posting, 
provided the cycle control, filing and 
billing systems are properly planned and 
supervised. Some users claim in fact, 
that the introduction of cycle billing has 
reduced the problem and cost of balanc- 
ing. 


3. Cost of Filing. It was suggested 
that the cost of filing equipment and staff 
required for filing under the cycle system 
would largely offset the savings made 
in accounting machine equipment and 
operators. 


It is true that good, well-designed filing 
equipment is a most essential part of the 
operation of a cycle billing system (see 
illustration, Specimen D), and that up- 
to-date and accurate filing is a must, but 
on the whole installations have proved 
that filing costs (equipment and personnel) 
represent a considerably smaller debit to 
the system than the credit from account- 
ing machines and operator savings. 


4. Credit Control information will be 
less readily available. Generally speak- 
ing, credit authorisation and control 
requires up-to-date information as to the 
current state of an account and the past 
history of the account, i.e. the customer's 
buying and paying habits. 


It was suggested that the cycle billing 
plan would not satisfy the first require- 
ment (i.e. readily available information 
as to the current position of the account) 
since the account would only be posted 
up to date at the end of each cycle period 
and reference between cycle periods 
would require scrutiny both of the last 


SPECIMEN C 


Daily Posting Plan 
Time 
Operations Factor 


Select Account 5 
Feed and Align 

Pick Up Old Balance 

Date and Reference 

Post Amount (Dr or Cr) 
Extend New Balance 

Proof Pick-Up 


Remove and Replace 
Account . 


SAIAWAWN = 


10 
3 


3 
3 
3 
1 
3 


4 


COMPARISON 
Cycle Billing Plan 
Time 
Operations Factor 
4 


Total Total 


50 
15 
15 
15 
15 

5 
15 


1 
1 
l 
5 
5 
1 


20 


150 


15 
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account rendered and the transactions 
since filed but not yet posted. On the 
other hand the daily posting plan provided 
for progressive daily postings to the 
account so that theoretically the current 
position could always be ascertained by 
reference to the ledger card or account 
form. 

However, the theoretical advantages of 
the daily posting plan do not, as many 
of its users will know, always apply in 
practice. The monthly billing and balanc- 
ing of every account in the system and 
the carrying forward of balances to new 
statements, etc., usually causes a peak 
period which extends into the following 
month, so that frequently no postings 
can be made for the new month until 
several days have elapsed. 


Clients using the normal 30-day billing 
system with daily posting, have reported 
to us difficulties in controlling credit at 
the beginning of a month when the in- 
formation is not readily available and 
when sometimes their less scrupulous 
customers know of this. 


Under the cycle billing plan, with well 
organised work flow, transactions are 
almost invariably filed in the customer’s 
pocket and available for credit reference 
before they would be printed on the ledger 











Specimen D: A typical cycle billing 
file shown with the drawers open. 


card as postings in most daily posting 
operations. 


Therefore the cycle plan has in fact 
turned a theoretical disadvantage to an 
advantage in most cases by providing 
information as to the current position of 
accounts on a more up-to-date basis than 
the daily posting plan. 


CYCLE APPORTIONMENT 





CYCLE NAMES 
NO. BEGINNING 


BILLING, 
a BALANCING AND 
MAILING 











Ist - 31st 2nd - 3rd 
4th - 3rd Sth - 6th 
7th - 6th 8th - 9th 
10th - 9th 11th - 12th 
13th - 12th 14th - 15th 
16th - 15th 17th - 18th 
19th - 18th 20th - 21st 
22nd - 21st 23rd - 24th 
25th - 24th 26th - 27th 
27th - 26th 28th - Ist 
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In regard to the second requirement 
of credit authorisation and control (infor- 
mation as to past buying and paying 
habits of customers) the history card (see 
illustration, Specimen B) produced as a 
by-product of the billing operation fulfils 
the requirements admirably and because 
it is virtually an automatic by-product of 
the system, provides an advantage for 
cycle billing in this area of credit control. 


The Equipment for Cycle Billing 


To handle the processes of the cycle 
billing system manufacturers have deve- 
loped special equipment and the latter 
part of this convention will be devoted 
to demonstrations of this equipment. It 
includes: Filing equipment specially 
designed to facilitate accurate daily filing 
and reference and planned so that cycle 
divisions are easily removable for taking 
to the accounting machine for billing and 
balancing; accounting machinery specially 
designed for cycle billing, either for 
descriptive or non-descriptive plan and 
to cover a wide variety of individual 
systems; and photographic equipment 
for microfilming and viewing customers’ 
statements and transaction media. 


Avenues for Cycle Billing 


Generally I believe that any organisa- 
tion with a medium customer file should 
examine the possibilities of cycle billing, 
particularly if the account activity, i.e. 
the ratio of transactions to accounts, is 
high. 

Wholesalers, and some retailers, may 
have some obstacles to overcome because 
some or all of their customers may 
require accounts to be rendered for the 
conventional monthly period. 


Where only a comparatively small pro- 
portion of customers require this special 
treatment, a plan can be adopted by 
which this group can form one cycle, 
with the regular transaction period (i.e. 
Ist to 31st) and the remainder of the 
ledger can then be divided on an alpha- 
betic basis through the remaining cycles. 


It will be appreciated that some addi- 
tional problems must then be faced in 
the daily filing operations, to guard 
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against mis-sorting these special accounts, 
but good planning and supervision can 
overcome this. 


For other organisations, where trade 
agreement, discount problems and so on 
prevent the cycling of transaction periods, 
a modified cycle billing plan has been 
adopted by a number of our users with 
considerable success. 


Where account activity is high, as for 
example in automotive and electrical part 
wholesaling, it might be established, for 
example that to post 20 items to an 
account in one handling, can be accom- 
plished in about one-seventh of the time 
required to make 20 individual postings 
to the same account on a daily posting 
plan. 


Following this through, an adaption of 
the cycle billing plan, but without cycling, 
would provide a system in which trans- 
actions were filed by customers until the 
conventional month end period, when all 
accounts would be billed and balanced, 
as though they were in effect one cycle. 


Using the one-seventh ratio estimated 
above, and assuming a 22-day working 
month, the complete operation of post- 
ing, balancing, bringing forward and 
overdues analysis would require three 
days. The accounting machine operators 
and equipment would then be available 
for other duties for the remainder of the 
month. 


It must be admitted that this plan 
retains the disadvantage of the month 
end peak, but since this peak is inevitable 
in any accounts receivable system where 
all accounts are billed and balanced at 
the same time (i.e. the month’s end) this 
system seeks to make a virtue out of 
necessity by combining the separate 
operations of bringing forward, posting 
and balancing and overdues analysis to 
one operation. 


In conclusion, I believe that cycle bill- 
ing and its principles have already 
contributed a great deal towards improve- 
ment in office efficiency and cost produc- 
tion and will do so in even greater 
measure in the future. 
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Design of Information Systems and the 
Application of Electronic Computers 


B. J. McMAHON, B.Com., A.A.S.A., Lecturer in Accountancy, 


University of Melbourne. 


N order to organize and operate a 
business successfully its managers need 
information of various kinds. In the past, 
the design of the system and procedures 
for collecting this information has often 
been developed sporadically, that is, one 
function at a time, as the need for some 
specific type of information has become 
apparent on particular occasions. 

Improvements aimed at achieving 
greater accuracy or economy of opera- 
tion have also frequently been made to 
portions of an information system with- 
out due consideration having been given 
to all the relationships which may exist 
between the portion being altered and 
the remainder of the system. 

Integration of the various parts of an 
information system has always been 
desirable, and has been given proper 
attention by good systems designers. 
However, the development and use, for 
information processing, of electronic 
machines capable of performing their 
tasks at the speed of light have so 
increased the benefits to be derived from 
well-planned integration that the maxi- 
mum effort should be made to observe 
and consider using every relationship 
between the parts of a system. 

To take a homely illustration, the 
relationship between accounts payable 
and the inventory records within an 
accounting system may not be of great 
importance from the point of view of 
Operating economy where hand and 
mechanical accounting machine methods 
of recording are being used. In this 
situation, if an accounts payable clerk 
checks the items on a supplier’s invoice 
against a goods received report and uses 
the invoice as a basis for the entry to 
the supplier’s account, while another 
clerk uses the goods received report as 
the basis for inventory entries, little, if 
anything, is lost; but if an electronic 
machine is in use, once input material 
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has been prepared, the return from elec- 
tronic speed of operation to human speed 
of operation to rearrange input material 
involves a very serious loss of efficiency. 
Therefore, if the preparation of input 
material can be carried out with regard 
for all usable relationships between parts 
of the system so that the same input 
material may be used for more than one 
operation, or so that one operation may 
automatically produce output material 
which will serve as input for another, 
maximum benefits may be obtained. 

Large computers have the capacity to 
perform logical operations, and this 
provides the means of achieving integra- 
tion of this kind. 

The entire information received by an 
organisation may, as a first step, be sub- 
divided into “accounting” and “non- 
accounting” information. The “non- 
accounting” information may well be 
sales statistics, engineering or production 
data, and secretarial information. What 
is “accounting” information and what 
properly belongs to each of the other 
areas must be distinguished and defined, 
if necessary, by fairly detailed descrip- 
tion in terms appropriate to each business 
unit. 

The principles of integration between 
functions may be illustrated by reference 
to the design of an accounting system 
which can itself be subdivided into the 
following separate functions or activities: 

Accounting for cash-receipts and pay- 

ments, 

Accounting for accounts receivable, 

Accounting for inventories, 

Accounting for plant, 

Accounting for any other assets, 

Accounting for wages payable, 

Cost accounting, 

Accounting for accounts payable, 

Accounting for debentures, registered 

unsecured notes, loans or any other 
liability, 
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Accounting for share or stock capital, 
General ledger accounting. 


The accounting system may be 
regarded as a system for filing informa- 
tion, each function being one file of the 
system. The problem of economically 
processing information through this filing 
system has two aspects. In the first place, 
it is necessary to apply an appropriate 
and economical technique to each file, 
and secondly, in order to obtain the full 
potential of economy in the whole system, 
it is necessary to provide for the observ- 
ing of all possible relationships between 
the files, so as to enable information 
generated in one part of the system to 
be used by any other part where there is 
advantage in so doing. 

A group of relationships between the 
files may be observed by thinking of the 
double-entry aspects of transactions. 

An accounting system for a manufac- 
turing company may be considered. If 
we select the purchasing of raw materials 
as a suitable point to begin thinking 
about the recording of the activity of the 
company, we may observe that the result- 
ing stream of data will provide the debit 
entries in the inventory file and the credit 
entries in the accounts payable file, as 
well as two entries for the general ledger. 


Fig. 1 (a) 


After the checking necessary to ensure 
that the materials actually received are 
in accordance with the original orders 
and with the quantities and descriptions 
shown on the suppliers’ invoices, these 
invoices may be sorted alphabetically by 
names of suppliers and the file of 
suppliers’ accounts may be created by 
posting the transactions, possibly with 
a key-driven accounting machine. Subse- 
quent posting runs will update this file. 


A perpetual stock inventory may or 
may not be kept. If it is, there need 
be no integration between its clerical 
procedures and those of the accounts 
payable records. The entries for stock 
records may originate from goods received 
reports or from suppliers’ invoices used 
before or after the posting of accounts 
payable is completed, but they may be 
quite separately handled by another 
section of the staff. 

However, if a computer is available 
a high degree of integration may be 
attained. If the computer uses a paper 
tape input the invoices received from 
suppliers may be used to create a paper 
tape which may process all the data 
necessary to maintain the files of informa- 
tion for both the inventory and accounts 
payable. The information can be 
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correctly read by the computer if it is 
labelled with a suitable code indicating 
the type of information being read in. 

A bundle of, say, approximately 400 
invoices received during the day may 
have come from 380 different suppliers 
and may show an average of five different 
stock lines per invoice. A paper tape 
which will eventually be the data input 
tape for the computer may be punched 
on a machine such as a Flexowriter to 
show an alphanumeric “key” (that is, 
one using both letters of the alphabet 
and numbers) which the computer will 
recognize as a supplier’s account number, 
followed by a series being first an alpha- 
numeric “key” which will identify a stock 
line, then a quantity, then a value, and 
finally a stop indicating the end of the 
invoice as illustrated in Figures 1(a) and 
1(b). 
The STOP or “invoice reference 
number” may be used by the programmer 
as a signal causing the machine to enter 
a sub-routine which will add the values 
recorded and credit the total to the 
appropriate supplier’s account. 

The information recorded on the tape 
illustrated in Figure 1(b) is in random 
order. It has simply been recorded in 
the order in which the invoices have 





Fig. 1 (b) — Material purchases tape will have 
—— punched in this 
order:— 


Stock line number, 
Quantity, 

Value, 

Stock line number, 
Quantity, 

Value, 

Stock line number, 
Quantity, 

Value, 


End of invoice (NOTE: an “invoice 
reference number” could be used 
as an end of invoice signal if 
desired), 

Another supplier’s account 
number, 

DATE 

ae Stock line number. 

etc. 
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come to hand. As they are entered, the 
invoices may be given the “invoice refer- 
ence number” previously mentioned and 
may be finally filed in this order. The 
randomness of the record on tape raises 
a technical problem in that computers 
with a large “random access” information 
store are very expensive. If the quantity 
of the information should be beyond the 
capacity of the random access store of 
the machine on which it is to be 
processed, making it necessary to resort 
to an economical slow store such as 
magnetic tape, the processing technique 
is greatly facilitated by presenting in- 
formation to the machine serially 
arranged. However, it may be supposed 
that the machine presently being con- 
sidered is large enough to accept the 
information in random order and sort it 
internally, but not to perform both the 
accounts payable and inventory routines 
at the same time. 

If the accounts payable routine is the 
first performed, the machine may read 
the supplier’s account number and date 
and “remember” them temporarily. Then 
it would read the first stock line number, 
quantity and value, followed by each 
subsequent stock line number, quantity 
and value, adding the values together as 
it proceeds, and transferring the required 
information to a location in the store 
predetermined on the basis of the 
supplier’s account number when it finds 
the “end of invoice” signal. At this 
stage it may sort the small number of 
stock items which are in the registers 
into alphanumerical order and output 
these items on to a paper output tape 
which will then be a partly processed 
basis for the subsequent performance of 
the inventory routine. 

When the accounts payable informa- 
tion is organised in the computer store 
in suppliers’ account number order, it 
may be punched out on to a paper tape 
which will then be available to print the 
details of the account with the supplier 
and a payment advice note. At the 
same time, a summary may be made on 
another paper tape which may be used 
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to print cheques and then serve as the 
balances carried forward file. This tape 
may be used as “input” for the next run. 
The future maintenance of the file will 
consist of reading the master tape into 
store and altering it (updating it) by 
adding to it further purchases recorded 
on a new transaction tape and subtract- 
ing from it cash payments recorded on 
another suitable transaction tape. 

The processing of the inventory in- 
formation will now involve reading into 
the computer store the already partly 
sorted stock transaction tape referred to 
above and the further sorting of the 
transactions into stock line number order, 
aggregating where necessary and transfer- 
ring, to locations in store predetermined 
on the basis of stock line number, the 
required information as to quantity of 
stock, value, etc. This information, when 
fully assembled, may be punched out on 
to a paper tape, which in turn may be 
used to print stock records. This paper 
tape will record the quantity and value 
of each line at present held in stock. It 
may also be regarded as the stock file 
and used as input for the next run when 
it will be up-dated by adding to it further 
purchases from a new transaction tape 
derived in the same fashion as has 
already been outlined, and subtracting 
from it issues of material recorded on 
another suitable transaction tape. 

For the sake of simplicity of descrip- 
tion of the machine operations we have 
not yet developed very far the idea 
of integration of these files. However, 
from the starting position of having one 
paper tape punched by a human operator, 
recording transactions just as_ they 
occurred, we have produced the credit 
side of the accounts payable and the 
debit side of the stock records. At the 
same time, we have not lost the integra- 
tion of any clerical procedures such as 
the production of payment advice notes 
and cheques which would have been 
integrated in a key-driven machine 
system. 

This particular relationship between 
the accounts payable and inventory files 
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involves the recording of a great deal of 
detail in each. However each relation. 
ship between files is unique and requires 
study to arrive at the best practicable 
integration of the whole system. For 
example, the payroll and cash files are 
related, but, whereas a large amount of 
detail is required in the compilation of 
the amounts to be paid to employees, 
the credits to cash and group tax, insur- 
ance, superannuation, etc., are required 
in total only. The inventory and payroll 
are both related to the cost accounting 
files, and transaction tapes on to which 
the data are thoughtfully organised can 
provide the basis for both the credits to 
the inventory accounts and debits to the 
cost accounts for material used as well 
as the credit to the payroll and debits 
to cost accounts for time worked. 

The observation and examination of 
each relationship between files is an 
important step if the maximum benefit 
is to be derived from the ability of an 
electronic computer to operate at the 
speed of light. The application of a 
machine with features giving reasonable 
flexibility to the programmer and adequate 
storage capacity must be enhanced by 
passing over to the machine, for auto- 
matic performance, every possible activity 
that may have been previously performed 
by hand or non-electronic machinery. 

The ultimate economy in the provision 
of information is to be obtained only by 
searching for relationships between the 
accounting and non-accounting functions 
of the complete business organisation. 
Accounting records, with slight adapta- 
tions, may provide a basis for almost 
automatic provision of sales statistics. 
Cost records provide a_ relationship 
between accounting and engineering of 
production. 

If accountants are to become managers 
of data processing installations, it will 
be necessary for them to provide service 
to these other parts of their business 
unit, and thought expended on the 
design of an integrated data processing 
system will surely result in economy and 
efficiency. 
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The Nature of Intangible Assets 


By V. M. LEVY, B.Ec., A.A.S.A., Lecturer in Accounting, 
The University of New South Wales. 


ANY business firms today have 
either ceased to use the term 
“Intangible Assets” or perhaps use it 
sparingly. It is common, for instance, 
to find that goodwill appears as a separ- 
ate item amongst the assets or that “in- 
tangibles” are not grouped at all but 
appear as individual items in the balance 
sheet. 


Nevertheless, the term is apparently 
still used to some extent by practitioners 
and most text-books on accounting con- 
tinue to use it at least as a designation 
for a group of items considered to have 
certain characteristics in common. 


The items included under the heading 
of Intangible Assets usually comprise 
preliminary expenses, trade marks, copy- 
rights, patents, research expenditures and 
goodwill. If all intangibles were so 
classified then leaseholds, accounts re- 
ceivable and bills receivable should be 
included for these items are quite as 
intangible as those already enumerated. 


However, precise terminology is of 
minor importance, and it is proposed in 
this article to examine the special charac- 
teristics of those items usually designated 
“intangibles” and to consider any im- 
— which might be deduced there- 
rom. 


It is significant that intangibles are 
considered to be “assets”—at least it is 
customary to include them on the assets 
side of the balance sheet. Are they all, 
m fact, assets? Do they all possess 
value in some sense or another? 


What, then, is the criterion of value? 
An asset is something which is “valuable” 
either because it possesses a present or 
potential realization value, or because 
the absence of that asset would neces- 
sitate replacement at a cost. 


_There must be a continuing value in 
either or both of these senses; the sig- 
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nificant point is that the mere outlay of 
expenditure in the past does not neces- 
sarily create an asset. 


Formation or Preliminary Expenses 


This observation is particularly rele- 
vant in relation to preliminary expenses 
associated with setting up a business. 
If these expenses are maintained in the 
books indefinitely or for an unduly long 
period, merely to perpetuate a record of 
expenditure incurred, this, in itself, serves 
no useful purpose except perhaps to con- 
vince the shareholders that the expense 
was, in fact, contracted. 


The retention of establishment ex- 
pense in the books of account is meaning- 
ful only if it can be shown that such 
outlay either rightly constitutes an asset, 
or, on the other hand, is a deferred 
charge against income temporarily capi- 
talized, to be progressively written off 
against revenue. 


When we apply the “asset-test” it 
hecomes apparent that establishment ex- 
pense is not “valuable” since it neither 
requires “replacement” (now that the 
business is established), nor can it be 
realized — in any positive sense. This 
latter proposition may be challenged 
with the argument that upon the sale of 
the business, part of the purchase con- 
sideration may include an amount which, 
in effect, would represent some reim- 
bursement of the founder’s formation 
expenses and therefore these latter do 
command a resale value. It might further 
be contended that the “need for replace- 
ment” concept of value is not absent 
either, since the purchaser is, in effect, 
paying for the “replacement” of forma- 
tion services rendered by the original 
proprietor. 


Even if we concede this, however, we 
will find that in the acquisition of a busi- 
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ness any purchase consideration over and 
above the value of the tangible assets 
taken over, will not be identifiable with 
the individual elements of the totality 
of the intangibles acquired, for these 
may include (besides formation expenses), 
unexpired “operating advantages” (pat- 
ents, etc.), goodwill and other items. 
Such being the case it seems pointless 
to endeavour to acribe individual valua- 
tions to the various components of the 
goodwill ultimately sold. 


A common argument for the retention 
of formation expenses in the books is 
that they may be used as a basis for 
bargaining or negotiation, providing clear 
evidence of incurred expense of which 
the new purchaser is spared the outlay. 
However, what the new proprietor pur- 
chases is the means of earning super 
profits regardless of the historical costs 
of the constituent intangible items con- 
tributing towards their existence and 


this worth will be discovered by a 
capitalization of the earning capacity of 
the business, appropriately determined. 


Establishment expenses may well be 
proved by reference to memoranda and 
documentary evidence which could 
doubtless be produced without necessi- 
tating carrying this figure in the books of 
account. 


It seems clear then that establishment 
expense fails to qualify as an asset either 
on the score of “replacement need” as 
regards the enterprise as a going concern, 
or of “realizability” in the case of an 
enterprise in liquidation. 


Can it be regarded as a deferred charge 
against revenue? If we were to amortize 
this cost we would be abusing the prin- 
ciple of “matching costs with income”, 
since establishment expense is non- 
recurring and the consequential profit 
result would be distorted. The only other 
argument which could be advanced to 
support the idea of amortization would 
be for the sake of ’capital preservation”. 
This notion would be invalid, however, 
if we are prepared to concede that the 
original outlay did not produce an asset 
(in terms of the foregoing definition). 
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In any event any attempt to amortize 
establishment expense would involve ap 
accounting difficulty in that quite an 
arbitrary period would have to be selected 
in which to write off the expense, there 
being no finite period of life as exists in 
the case of plant or leaseholds. 


These points have been emphasized 
by Mr. C. R. Airey in his article — 
“Intangibles and the Matching Principle” 
(The Australian Accountant, August, 
1953) in which he has described pre- 
liminary expenses, for the abovemen- 
tioned reasons, as being “irretrievable” 
and “unabsorbable”. 


Under this analysis, then, establish- 
ment expense would appear to be neither 
an asset nor a deferred charge against 
income. This would seem to lead to the 
conclusion that its existence in the books 
of account serves no useful purpose and 
merely results in an overstatement of 
proprietorship equity. 


It would seem appropriate, then, that 
establishment expense should be offset 
against undistributed profits or existing 
reserves. Where these are inadequate 
for this purpose, then the expense should 
be shown as a direct deduction from 
proprietorship equity thereby reflecting 
its true character in the scheme of ac- 
counts. 


Operating Intangibles 

In The Australian Accountant, August, 
1953, the Accounting Research Com- 
mittee of the N.S.W. Division of the 
Australian Society of Accountants has 
designated certain intangible assets as 
those which are in the nature of providing 
“operating advantages”. 


These include patents, copyrights, 
trade marks, formulae, franchises, licen- 
ces and concessions. Goodwill is also 
included; however, in this article it is 
proposed to consider goodwill as being 
somewhat different in character, meriting 
special consideration, and to deal with it 
under a separate heading. 


These “operating intangibles” may be 
closely identified with the production 
process. Indeed, without them the pro- 
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duction and/or sale of particular goods 
or services would not be possible. Be- 
cause of this it is clear that they differ 
in character substantially from such items 
as preliminary expenses and goodwill. 


They are also characteristic in that 
the advantages held usually possess a 
limited life and, if capable of renewal, 
the expenditure term by term is ascer- 
tainable. Proportions of this may, 1n- 
deed, be included in the cost structure 
of the product concerned. The expense 
is usually finite and recurring — a whole 
array Of separate franchises may exist 
and may be required within any one 
business organization. 


For these reasons it is proper that 
operating intangibles should be matched 
as a cost against income. The conven- 
tional practice of amortizing the costs of 
these items against revenue over the 
period of life of each item concerned 
would seem, therefore, to be logical and 
equitable. 


Goodwill 
There are two primary matters for 
consideration in relation to goodwill:— 


(i) Should it be recorded at all? 


(ii) If so, what should be the basis of 
its valuation? 


It seems that traditionally, or at least 
in earlier accounting texts, it has been a 
cardinal rule that goodwill should not 
be raised in the books of account unless 
it has been purchased. In the case of 
a partnership, however, it has been con- 
sidered legitimate to raise goodwill upon 
the admission or retirement of a partner. 


Is this attitude logical? Surely the 
existence of this asset is apparent if 
the enterprise is earning a surplus over 
and above a “normal” rate of return 
on its tangible assets, or if there is good 
reason to believe that the enterprise 
possesses existing or potential advan- 
tages for the acquisition of which a 
prospective purchaser would be prepared 
to pay a premium. Whether it has paid 
for goodwill or not seems quite irrelevant 
either in establishing the fact of its exis- 
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tence or (as is often the case) in con- 
stituting a basis for its valuation. 


Traditionally, also, it has been in 
theory and in practice, considered desir- 
able to “write down goodwill” on the 
least pretext and the student is assured 
of the prudence of this policy as a sound 
financial procedure which accords with 
the accounting doctrine of “conserva- 
tism”’. 

This attitude is well exemplified in the 
following extract from a text published 
by the American Institute of Accountants 
(1938).* 

“The writing off of such intangibles as 
goodwill evokes scarcely any protest even 
when it is recognised that substantial good- 
will exists. The general distrust of good- 
will and the knowledge that it has been 
widely used to capitalize exaggerated expec- 
tations of future earnings leave an almost 
universal feeling that the balance sheet looks 
stronger without it. 


“When actual consideration has been paid 
for goodwill, it should appear on the com- 
pany’s balance sheet long enough to create 
a record of the fact in the history of the 
company as presented in the series of its 
annual reports. After that, nobody seems 
to regret its disappearance when accom- 
plished by methods which fully disclose the 
circumstances”. 


Obviously the imtangible nature of 
goodwill is primarily responsible for this 
attitude. In these days of the take-over 
the need to record goodwill, genuinely 
believed to exist, may be of vital impor- 
tance in determining the true value of a 
business. Its absence or under-valuation 
on the grounds of conservatism may 
result in a gross understatement of net 
worth in the event of realization thus 
breaching the equally important account- 
ing doctrine of “disclosure”. This is 
particularly serious in cases where the 
goodwill involved is estimated to be sub- 
stantial. Goodwill must be recognized 
as an important factor in establishing 
the ultimate selling price of the enter- 
prise based on past and current trading 
results. 





*Statement of Accounting Principles. Pre- 
pared by T. H. Sanders and others. 
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However, the “general distrust” re- 
ferred to earlier may still tend to persist 
and the temptation to extinguish, or at 
least reduce, its assessed value may still 
linger. Such being the case, it is sug- 
gested that this vexed problem might best 
be solved by regarding goodwill at all 
times only as a contingent asset. As 
such, it would not appear in the accounts, 
even where it has been purchased 
originally. 


“Purchased goodwill” should be written 
off any undistributed surpluses extant, 
or, where these are not available, it 
should be deducted from proprietorship 
equity on the liabilities side of the balance 
sheet. Thereafter “assessed goodwill” 
would appear as a contingent asset at 
the foot of the balance sheet, supported 
by a brief account of the basis of its 
assessment. The important accounting 
doctrines of “conservatism” and “dis- 
closure” would then both be satisfied. 


Conclusion 


This analysis has been concerned pri- 
marily with considering intangible assets 
as value phenomena, which necessitates 
the formal recognition that, under exist- 
ing principles of accounting, the balance 
sheet does not necessarily purport to be 
a statement of values of the items con- 
tained therein. 


Some would suggest that it is rather in 
the nature of a document which renders 
an account to proprietorship and to the 
creditors of an enterprise as to the dis- 
position of funds contributed by them. 


Most accountants would probably con- 
cede, however, that much could, and 
perhaps should, be done to bring balance 
sheets closer to being “statements of 
value” than they are at present. 


With this thought in mind the fore- 
going observations may prove sufficiently 
provocative to assist in clarifying the real 
nature of intangibles and their true place 
in the scheme of accounts and the system 
of values maintained by a business enter- 
prise. 
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Inflation’s Inroads 


DEPRECIATION OF CURRENCY 
TABLE 


(THE following table published recently by 

the First National City Bank of New York 
shows that every major country has suffered 
a depreciation of currency over the last five 
years. 


In the last five year period those countries 
with the best records are Portugal, Switzerland 
and Ecuador. The record of Ecuador, the Bank 
states, provides a rebuttal of the idea that 
economic development requires inflation. The 
countries with the worst record are the South 
American countries of Bolivia, Chile, Paraguay, 
Argentina and Brazil. 


The table was computed from unrounded 
data and measured by reciprocals of official 
cost-of-living or consumer price indexes. 


Annual Rate of 

Indexes of Value Depreciation 

of Money (Compounded) 

% 

1949 1954 1959 "54-"59 '49-"59 
Portugal ..... ...... 95 
Switzerland 
Germany _..... 
Ecuador ............ 
Venezuela 
Belgium ..... ...... 
Pakistan .... ..... 
India ekg... 
United States 
ae 
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Se ae eee 
Sion 


~ 


Netherlands 
South Africa 
Denmark 
United 
Kingdom 
Sweden ..... ..... 
Norway ....... ...... 
New Zealand 
Spain 
France ... 
Greece ... . 
SS OE 
Finland ...... .... 
Australia 
Mexico .. 
a 
Colombia 
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Paraguay 
Chile 
Bolivia ..... ...... 
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BETTER 
SERVICE 


BIGGER 
AV 


a oe 


when you buy “Burnie” paper 


Now, as the result of our new distribu- 
tion system, you are offered a greatly 
improved stock service. 

You benefit because all distributors of 
“Burnie” and “Ballarat” fine papers are 
carrying far greater paper stocks with 
a wider range of grades, substances and 
sizes than ever before. 

You benefit because this improved stock 
service is provided at lower prices than 
before. 

You benefit because our increasec 
handling capacity means faster delivery 
from the mill of paper in special sizes 
For better service and bigger savings 
specify “Burnie” and “Ballarat” fine 
printing and writing papers. 


ASSOCIATED PULP AND PAPER MILLS LIMITED 


Offices at Melbourne, Sydney, Brisbane, Adelaide, Perth. Mills at Burnie, Tasmania. ‘‘Burnie 
products are distributed by wholesale paper merchants throughout Australia and New Zealar« 


The Australian Accountant, June, 1961 





AUSTRALIAN SOCIETY OF ACCOUNTANTS 





By-Laws Relating to Professional 
Conduct 


PRACTICE OF ACCOUNTANCY BY 
COMPANIES 


For some time, General Council has 
had under consideration the possible ex- 
tent to which members of the Society 
might properly render accountancy ser- 
vices through the medium of an incor- 
porated company. In the process, Gene- 
ral Council has had regard to the grow- 
ing tendency for companies to be formed 
for special purposes with attendant ad- 
vantages of flexibility and continuity. It 
has had regard also to current thought 
and practice of professional bodies in 
other English speaking countries. 


Throughout the deliberations there has 
been no suggestion that the principle of 
personal responsibility inherent in pro- 
fessional practice should be abrogated in 
any way. The relationship between prac- 
titioner and client is a personal one and 
should not be disturbed by the interven- 
tion of a separate legal entity, such as a 
company, which is_ essentially im- 
personal. Consideration has been given, 
however, to areas of work commonly 
performed by public accountants which 
do not involve the exercise of independ- 
ent judgment or the expression of expert 
opinion. Whilst professional competence 
is required for the performance of work 
of this kind, questions of personal re- 
sponsibility flowing from the expression 
of independent opinions do not arise. 
Then again, there are certain fringe ser- 
vices commonly rendered by public ac- 
countants, but which might be rendered 
by others as well. 


Existing By-law 3A first enunciates 
the general principle that no member 
shall be a director, employee or share- 
holder of a company which engages in 
the practice of public accounting. A pro- 
viso then permits the General Council to 
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waive the provisions of the By-law in 
special circumstances and upon such 
terms and conditions, and for such 
period, as it thinks fit. In pursuance of 
this discretionary power the General 
Council has waived the provisions of the 
By-law in respect of a limited number of 
companies formed some time prior to the 
introduction of the By-law to render cer- 
tain types of work commonly rendered 
by public accountants. In every instance, 
however, a written undertaking has been 
obtained from the company that it will 
refrain from advertising and observe all 
other Articles and By-laws of the Society 
relating to professional conduct. Then 
again, the exemption has been granted 
for such period as the undertakings were 
strictly fulfilled. This procedure has en- 
abled General Council to uphold a fur- 
ther general principle that a member 
shall not be permitted to conduct his 
affairs under the guise of a company in a 
manner which would not be permitted of 
him as an individual member. 


In the light of the experience gained 
with the administration of the By-law, 
General Council feels that it is now in a 
position to set out the extent of services 
which members might properly render 
through the medium of an incorporated 
company and the obligations in respect 
of professional conduct members con- 
cerned must continue to observe. 


The following By-law 3A has, there- 
fore, been substituted for existing By-law 
3A. 


3A. (1) A member of the Society shall not be 
a director or employee of or a share- 
holder in or otherwise associated 
with an incorporated company which 
engages in the practice of public ac- 
counting nor shall he use a trade or 
association name under which to 
practise public accounting, nor in any 
way practise public accounting other 
than in his own name, the name or 
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names of his partner or partners, or 
of a deceased partner or partners or 
a former partner or partners in his 
firm. 


For purposes of this By-law only and 
without restricting the generality of 
the term “public accounting”, public 
accounting includes the rendering of 
services which involve or require an 
audit examination, verification, in- 
vestigation or review of financial 
transactions or accounting records 
and the verifying of or reporting 
thereon or the verifying of or report- 
ing on any balance sheet, profit and 
loss or other financial statement and 
any other service which may be 
specified by General Council from 
time to time. 


For purposes of this By-law only and 
without affecting the generality of the 
term “public accounting”, public ac- 
counting shall not include the com- 
pilation or keeping of accounting or 
other financial records; the prepara- 
tion and installation of accounting 
systems; the review of accounting 
methods for purposes of determining 
the efficiency of such methods or the 
application of accounting machines 
and appliances; secretarial services; 
taxation services; or management 
consultancy. 


A member of the Society shall not be 
a director or employee of or a share- 
holder in or otherwise associated 
with an incorporated company or 
firm which renders any of the ser- 
vices specified in paragraph (3) 
hereof (except where, in the opinion 
of the General Council, the services 
are rendered by such company or 
firm as ancillary to and as an in- 
substantial part of its main object or 
objects) and which advertises or can- 
vasses for business or otherwise con- 
ducts its affairs in such a manner as 
by the Articles, By-laws and Pro- 
nouncements of the General Council 
of the Society would not be permit- 
ted in the case of any member en- 
gaged in the practice of public ac- 
counting. 


A member of the Society in the em- 
ploy of an incorporated company or 
firm which renders any of the ser- 
vices specified in paragraph (3) here- 
of as ancillary to and as an insub- 
stantial part of its main object or ob- 
jects and which advertises or can- 
vasses for business or otherwise con- 
ducts its affairs in such a manner as 
by the Articles, By-laws and Pro- 
nouncements of the General Council 
of the Society would not be per- 
mitted in the case of any member 


engaged in the practice of public ac. 
counting shall not allow or make use 
of the letters and/or words after his 
name indicating his membership of 
the Society in any correspondence, 
reports or advertisements of such 
company or firm. 


Nothing in this By-law shall in any 
way limit the obligation of a mem- 
ber of the Society who practises pub- 
lic accounting, or who renders any of 
the services specified in paragraph 
(3) hereof, or any other service 
commonly rendered by public ac- 
countants, to observe the Articles, 
By-laws and Pronouncements of the 
General Council of the Society relat- 
ing to professional conduct. 


It will be observed that paragraph (1) 
contains a general prohibition on the 
practice of public accounting through the 
medium of an incorporated company. 
Paragraph (2) sets out the services em- 
braced by the term public accounting and 
paragraph (3) the services not embraced 
by the term. The services listed in (2) 
involve the exercise of independent judg- 
ment and the expression of expert pro- 
fessional opinion whilst those enumerated 
in (3) do not necessarily involve profes- 
sional independence. It cannot be too 
strongly emphasised, however, that the 
classification of services in this way is for 
purposes of the By-law only and does 
not affect the generality of the term 
“public accounting” as commonly under- 
stood or as used elsewhere in the Articles 
or By-laws. A distinction between ser- 
vices essentially of a professional nature 
and other services has merely been 
drawn so that an indication might be 
given of the kinds of servicés which may 
Or may not properly be performed 
through the medium of a company. Para- 
graph (3), therefore, by excluding the 
services enumerated from the definition 
of public accounting excludes them also 
from the operation of paragraph (1) and 
permits of their being rendered by mem- 
bers through the medium of a company. 


Paragraph (4) prevents a member from 
being a director, employee or shareholder 
of a company which renders any of the 
services enumerated in paragraph (3) 
and which advertises, canvasses for busi- 
ness or conducts its affairs in any other 
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way contrary to the Society’s rules of 
professional conduct. This affirms the 
principle that a member cannot do things 
through a separate organisation which he 
would not be permitted to do as an ac- 
countant in public practice. An excep- 
tion is made in respect of companies or 
firms who render any of the services 
enumerated in paragraph (3) as ancillary 
to and as an insubstantial part of their 
main objects. This exception is necessary 
to meet such cases as banks, trustee com- 
panies and accounting machine suppliers 
who render some of the services men- 
tioned in paragraph (3) as insignificant 
parts of their main businesses. The ques- 
tion of the advertising of these services is 
being taken up with the authorities con- 
cerned. 


Paragraph (5) replaces existing By-law 
16. It provides that a member in the 
employ of a company or firm which 
renders any of the services enumerated 
in paragraph (3) as an insubstantial part 
of its main objects, and which advertises, 
canvasses for business, etc., shall not be 
permitted to use his designation of mem- 
bership of the Society on any document 
of such company or firm. 


Paragraph (6) merely asserts the gene- 
tally accepted principle that a member in 
public practice who renders any service 
commonly rendered by public account- 
ants, including those specified in para- 
graph (3) as well as those described in 
paragraph (2), must observe all the Arti- 
cles, By-laws and Pronouncements of the 
Society on matters relating to profes- 
sional conduct. 


So that members might have adequate 
notice of the specific provisions of the 
above By-law, General Council has de- 
cided that it shall not come into opera- 
tion until 1 July, 1962. 


ADVERTISING 


For purposes of clarification, General 
Council has decided that the first para- 
graph of By-law 6 should be amended. 
The By-law now reads:— 


6. (1) (a) No member shall advertise by 
any means or in any manner as 
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an accountant or as engaging in 
the practice of public accounting 
including the rendering of taxa- 
tion services. 


Any advertisement inserted by or 
in the name of a person, firm or 
incorporated company or other- 
wise which in any manner implies 
or suggests that such advertise- 
ment is justified by or based upon 
the qualification of a member of 
the Society shall be deemed to be 
an advertisement by such a mem- 
ber in the same manner as if it 
had been inserted by him per- 
sonally in his own name. 


(2) Advertisement in this clause shall in- 


clude any article or paragraph or mat- 
ter for which payment is made by a 
member or on his behalf published in 
any manner in any newspaper direct- 
ory year book magazine pamphlet 
circular or other publication if such 
article or paragraph or matter eman- 
ated from the member or the firm of 
which he is a partner or if the Coun- 
cil of the Division to which the mem- 
ber belongs or the General Council if 
the member does not belong to a 
Division is satisfied that he was privy 
thereto and such article or paragraph 
or matter is in the opinion of such 
Council calculated or designed to ad- 
vertise or attract business. 


PROVIDED that this clause shall not 
apply so as to prohibit or prevent a 
member from — 

(a) displaying by sign plate or sign- 
writing on his business premises 
and/or private residence his name 
and qualifications; 

(b) announcing in any newspaper his 
commencement or resumption of 
practice an alteration of his ad- 
dress or the admission or retire- 
ment of partners; 
inserting in any trade directory 
or in the classified trades or pro- 
fessional section of such directory 
or of any telephone directory if 
individually distinctive type is not 
used and the matter is confined 
to the names designation (other 
than the degree designation of the 
Society) and the address of the 
member concerned; 
inserting in any alphabetical sec- 
tion of any telephone directory 
his surname and/or the name of 
his firm in block capital type; 

where in the opinion of the Council 

of the Division to which such mem- 
ber belongs or the General Council if 

a member does not belong to a Divi- 

sion the announcement is simple re- 

strained in good taste and without dis- 
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play of any kind and the publication 
thereof in the case of paragraph (b) 
of this proviso is limited to a period 
of one calendar month. 

PROVIDED FURTHER that _ this 
clause shall not prohibit members of 
the Society who act as coaches and 
whose principal avocation in the 
opinion of the General Council or of 
a Divisional Council is that of coach- 
ing announcing the fact that they so 
act provided that the matter of their 
being Public Accountants or mem- 
bers of the Society be by way of in- 
formation of their qualifications only. 


SOLICITATION OF BUSINESS 


For purposes of clarification, General 
Council has decided that By-law 14 
should be amended. It now reads:— 

14. No member shall directly or indirectly 
solicit professional business whether by 
circular letter personal approach or any 
other means. 


LETTERHEADS 


In 1954, a ruling of General Council 
was sought by a member on the extent to 
which he might indicate on his letterhead 
any particular class of work he was pre- 
pared to undertake. General Council did 
not favour at that stage any attempt to 
specify the phraseology which should or 
should not be used in any particular 
case. It felt no action was necessary 
other than to draw the attention of mem- 
bers to the general provision in By-law 6, 
that any announcement by a member 
should be simple, restrained, in good 
taste and without display of any kind 
(The Australian Accountant, 1954, p. 
290). From enquiries since received from 
members in various States and from 


letterheads unduly emphasising particu- 
lar classes of work undertaken by mem- 
bers which have come under notice, 
General Council has decided that more 
guidance is needed in the matter. In 
doing so, it wishes to emphasise the fact 
that the range of work ordinarily per- 
formed by public accountants is suffi- 
ciently known in the community as to 
require no further amplification. To do 
so, suggests a lack of that restraint and 
good taste mentioned in By-law 6. The 
following By-laws have, therefore, been 
adopted by General Council:— 


16A. No member engaged in the practice of 
public accounting shall permit to appear 
on his letterheads or other official papers 
or memoranda any designation other 
than 
(a) the letters and/or words of desig- 
nation of the Society as permitted 
by Article 26 of the Society’s Arti- 
cles of Association, or 
the letters and/or words of desig- 
nation of the Institute of Chartered 
Accountants in Australia, and 
the letters and/or words of desig- 
nation of such other Institutes or 
Societies as are permitted by By- 
law 15 of the Society’s By-laws, and 
(d) the letters and/or words signifying 
the degree or degrees of any Uni- 
versity, and 
(e) the letters and/or words of desig- 
nation of the Chartered Institute of 
Secretaries, and 
(f) the words “Public Accountant” or 
“Registered Public Accountant”. 
16B. A member who engages in the practice 
of public accounting and in any other 
business activity shall use in connection 
with such other business activity separate 
letterheads or other official papers or 
memoranda which shall be in good taste 
and which shall not contain any refer- 
ence to the letters and/or words of 
designation of the Society. 





NEW ZEALAND PRESIDENT 


Mr. N.  B. Fippard, M.B.E., 
F.P.A.N.Z., has been elected President 
of the New Zealand Society of Account- 
ants for 1961-62. Our congratulations 
are extended to Mr. Fippard who made 
many friends in Australia when he at- 
tended the 1960 Asian and Pacific Ac- 
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counting Convention and the preceding 
conference of accountants in Canberra 
as a delegate of the New Zealand Society 
of Accountants. Mr. Fippard is a partnef 
in a Hawke’s Bay firm of public account- 
ants and is a recognised authority on farm 
accounting. 
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STUDENTS’ SECTION 





An Introduction to Accountancy* 
By AUSTIN DONNELLY, F.A.S.A., A.C.A.A. 


OME years ago when I was in prac- 
tice in a country town it happened 
that part of my duties included recom- 
mending improvements to the accounting 
and financial controls of a certain public 
association. As often happens, the 
changes when introduced aroused the ire 
of some of the committee members who 
opposed any change. 


Shortly afterwards, at a social gather- 
ing when I was enjoying myself, I 
noticed with dismay one of these com- 
mitteemen looking at me critically. Then 
to my further dismay he walked across to 
me, so I mentally braced myself for a 
barrage of criticism. He approached, 
paused for a moment, shook his head 
and said: “Well, you’re human after all!” 


His previous belief that an accountant 
must be so immersed in his balance 
sheets and reports as to be incapable of 
being a normal human being is typical of 
the wrong impression many people have 
about accountants in general. It is im- 
portant therefore that the accountancy 
student should try to get the right pers- 
pective about the profession and his 
place in it from the start of his career. 
Perhaps the most practical way of doing 
this is to approach the subject along 
these lines: 


Look at the wide field of activity with 
which accountants are concerned. 


Consider the right personal qualities of 
the accountant. 


Develop the right attitude to study. 
Learn how to blend theory and practice. 


Appreciate the place of the Australian 
Society of Accountants and the Stud- 
ents’ Society. 





* This article is based on a lecture recently 
delivered by the author to the Queensland 
lvision of the Australian Accountants’ Stud- 
ents’ Society. 
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Develop the right attitude to other 


people. 


Let us now turn to the first of these 
points. 


The Field of Accountancy 


Perhaps some idea of the wide scope 
of the activities in which accountants are 
engaged can be gauged for instance by 
considering the varied businesses with 
which members of Queensland Divisional 
Council of the Society are associated. 
Several are in public practice; one is the 
chief accountant with a group of mining 
companies; one is the secretary and 
director of a manufacturing company; 
one is an internal consultant with an 
automotive company; another is the 
financial administrator of a large food 
processing company. 


There is a general manager of a pas- 
toral company, a senior public servant, 
branch manager of a unit trust company 
and one councillor who recently retired 
as the manager of a trustee company. 


Although the fifteen members of this 
Divisional Council do not represent a 
complete cross section of all the fields in 
which accountants are active, the busi- 
nesses mentioned above give some idea 
of the range. As there is a natural ten- 
dency for many of us to become some- 
what restricted in our outlook to our 
work, it’s well worth remembering that 
the profession of accountancy encom- 
passes a wide field. 


About a hundred years ago, an ac- 
countant was generally regarded as a 
sort of commercial undertaker. Much of 
his work was associated with liquidations 
and bankruptcy. Then the role of audit- 
ing became more important, with the 
emphasis in the last few decades on a 
more positive type of auditing — with a 
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move away from the “green ticker” atti- 
tude of earlier days. 

Today many accountants are con- 
cerned more with the present and future 
than with the past. Management ac- 
counting, budgeting, the use of machines 
to provide useful information at the right 
time — are features of modern account- 
ing. The accountant in practice now 
realises that there is more to public ac- 
counting than auditing and taxation (im- 
portant though those subjects are). 

The affiliation of The Australasian 
Institute of Cost Accountants with the 
Society a few years ago is a sign of the 
times. This move is leading to a greater 
recognition among members of both 
bodies of the importance of cost ac- 
counting and management accounting. 
Personal Qualities 

Just as “integrity” is the only word in 
the coat of arms of the Society, so in- 
tegrity should be at the top of the list of 
personal qualities which the accountant 
must have. The personal integrity of the 
practitioner must be beyond question. 
His clients and the public (creditors, in- 
vestors and others, who may rely on his 
signature on audit reports, etc.), are en- 
titled to completely objective opinions 
from him, despite any sacrifice such fear- 
less action may cause him to make. 

Of the accountant in commerce, in- 
dustry, finance or the public service in- 
tegrity is also demanded. In presenting 
financial information to management or 
in analysing the results of operations, the 
accounting executive must also be ob- 
jective. His reports must be unbiased; 
they must not be affected in any way by 
his personal likes or dislikes. 

Next to integrity the accountant, in 
whatever sphere his professional skill and 
knowledge may be used, needs to have 
an enquiring attitude. He should have 
an open mind in considering new de- 
velopments — avoiding the two extremes 
of excessive conservatism or resistance to 
change on one hand and undue vene- 
ration of change on the other. 

Breadth of knowledge is something the 
accountant should always seek to achieve. 
Every accounting student, every account- 
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ant, should show some interest in aspects 
of accounting other than those with 
which he is directly concerned. Other. 
wise there is a danger of developing a 
too insular specialisation, which is not 
good for any profession. 


There is a facetious definition of an 
expert as a man who learns more and 
more about less and less until he knows 
practically everything about almost noth- 
ing at all. While studying, it is wise to 
try to develop a breadth of interest, not 
only in branches of accounting other 
than those with which you are directly 
concerned, but also by maintaining an 
intelligent interest in what is going on in 
other fields. 


Attitude to Study 

It is natural for students at times to 
grow tired of study. This is particularly 
so at that awkward half-way stage, where 
the initial enthusiasm for the course has 
worn off, but the end is not in sight. 
You will find it less tedious, less de- 
manding, if you adopt a positive rather 
than a negative attitude to study. Try to 
avoid regarding study as a burden; come 
to look on it as something worthwhile 
for its own sake not merely as a means 
to an end — passing examinations. 

As one way of applying a positive 
attitude, try to find the underlying reason 
why you need to learn about each sub- 
ject. If you know why it is necessary to 
do something in a certain manner as well 
as how it is done, you will understand it 
better; also you will find it easier to re- 
member such things. For example, if 
you know the reasons why it is necessary 
to consolidate the accounts of a group 
of companies, you will. better under- 
stand the procedures involved. 


Always look to the future. It may be 
hard for you to see how much of the 
material you are learning is likely to help 
you. Perhaps there may be but limited 
scope for it in your present position. 
But when you progress to more senior 
positions, or perhaps into a different 
field, or when expansion of your bust 
ness takes you into a different phase you 
may be very pleased that you interested 
yourself in those other subjects. 
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Blending Theory and Practice 

One problem that confronts many 
students is the apparent conflict between 
theory and practice. In your daily work 
you may find that things are not done 
the same way as laid down in the text 
books. Instead of throwing up your 
hands in despair and saying “what’s the 
use of studying?” try to see why at times, 
things are done differently in practice. 


There may be good reasons. Perhaps 
the business is so small that there is no 
real need for the full accounting treat- 
ment described in the text books. Or 
perhaps it is the more common case that 
the people in charge have just not got 
around to using the right methods. It 
may be that your superiors (or the 
clients of your firm if you are employed 
by a public accountant) have not kept 
up-to-date with new developments in ac- 
counting. 

It may be that there are complications 
about which you, as a young student, are 
not aware. Remember the story of the 
youth who at the age of 18 was appalled 
at the number of things his father did 


not know. Three years later, when he 
was 21, he was amazed at things his 
father had learned during the interven- 
ing period. Do not think that your 
superiors are wrong merely because you 
cannot see why they follow certain ac- 
counting methods. 


Though you must be practical, in the 
sense of not being up in the clouds, 
never be afraid of theory. Most of the 
people who decry any study of theory 
are not really practical people. Without 
some theory there cannot be sound prac- 
tice. If scientists had not studied highly 
theoretical aspects of physics, the dis- 
covery of nuclear power would not have 
followed. Try to blend theory and prac- 
tice in your approach to your vocation. 


The A.S.A. and Students’ Societies 


Accountancy students today are for- 
tunate to have the many services pro- 
vided by the various Students’ Societies. 
Through articles in The Australian Ac- 
countant, and the various programmes of 
lectures, demonstrations, etc., students 


The Australian Accountant, June, 1961 


can obtain valuable help in their studies. 
Apart from the information obtainable 
in this way, there is the equally valuable 
association with fellow students. Being 
able to talk together and exchange ideas 
with other students facing similar prob- 
lems is most stimulating and helpful. 

Interest in the Students’ Society has 
often been the foundation for members 
taking an active interest in the Aus- 
tralian Society of Accountants. Many of 
the senior members of General Council 
of the Society can trace their interest 
back to their days as members of a 
Students’ Society. 

If the Australian Society of Account- 
ants is to continue doing its valuable 
work, it will need a constant influx of 
active members. These members are 
most likely to come from those who have 
been active in a Students’ Society. 


Relations with Other People 

Many articles on accounting topics 
make some reference to the human re- 
lations aspects of accountants’ work. 
Though an accountant works through 
the medium of facts and figures, he still 
has to deal with people. The accountant 
who is technically good at his work but 
is unable to work well with other people 
will never be completely successful. 

The student or the young accountant 
is well advised to realise that he must 
not take a too restricted view of things. 
If he is engaged on auditing he should 
realise that the people whose work he is 
auditing have to contend with many 
difficulties that may not be immediately 
apparent. If he is in commerce or in- 
dustry he should realise that the auditor 
has his job to do and he should do his 
best to co-operate with him. 

Important though the field of account- 
ing is to us all, we should realise that 
there are many other pursuits which are 
vitally important to other people — 
especially those closely associated with 
them. Try to apply to the field of human 
relations the breadth of outlook men- 
tioned earlier in this article. 

Some company managements have 
been criticised — and justly so — on the 
grounds that there have been too many 
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accountants at the top whose ultra-con- 
servatism has prevented the companies 
from progressing as they should. Yet 
most of the dynamic companies in Aus- 
tralia include more than a fair share of 
accountants in top management. 

The difference is in the outlook of the 
individual accountants. Those who have 
helped these dynamic companies pro- 
gress so rapidly are the accountants who 
have learned to understand and apply 
something of the outlook of the other 
members of the business team—the pro- 
duction people and the merchandisers. 
They are the accountants who realise that 
there is no point in having the most 
elaborate accounting systems with figures 
calculated to many decimal places unless 
you have good production facilities and 
are able to sell your products. 


Those accounting students who, in the 
course of time graduate to top manage- 
ment positions will fall into one or other 
of these classes. To a great extent their 
future development will depend on the 
habits of mind formed in their student 
days; as the twig is bent so the tree will 
grow. 


Conclusion 

Accounting students can be assured 
that they have chosen a vocation which 
can be most stimulating and satisfying. 
What you get from accounting will very 
largely depend on what you put into it — 
in the same way as what a farmer gets 
from his soil depends largely on what he 
puts into it in terms of cultivation, fer- 
tilisers, etc. 


You should try to develop the right 
personal qualities such as integrity, an 
enquiring attitude, and a broad outlook. 
Adopt a positive attitude to study, con- 
centrating on the “why” as well as the 
“how”. Try to blend theory and practice 
in the right proportions. Be conscious 
always of the importance of human rela- 
tions, of the need to understand the other 
fellow’s point of view. 


Accounting should be more to you 
than merely a means of earning a living. 
Underlying the approach of the account- 
ing student to his studies and to his work 
should be a recollection of the traditional 
call to “walk worthy of the vocation in 
which you are called”. 
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Eighth International Congress of Accountants 


The largest meeting of professional accountants in history will occur in New 

York from 23 to 29 September, 1962, when the American Institute of Certified 

Public Accountants will be host to the Eighth International Congress of 

Accountants. The following information has been received from the Secretariat 
of the Congress. 


HIS will be an opportunity for accountants 

from all over the world to meet and make 
frends on the widest possible scale. Inter- 
national viewpoints on accounting, auditing 
and financial reporting, for both public in- 
formation and management-control purposes, 
will be exchanged and put on the record. It 
is hoped that the meetings will strengthen the 
foundation for the vast extension of inter- 
national accounting practice which thoughtful 
observers believe will result from burgeoning 
international investment and trade in the next 
few years. 

Top government officials, business leaders 
and representatives of other professions will 
be among the speakers and guests. Inter- 
national leaders of accounting thought will 
deliver papers and take part in informal dis- 
cussion groups of twenty or thirty persons. 

Perhaps not for a generation will account- 
ants have another chance to tap such a rich 
store of professional knowledge and to receive 
such intellectual stimulation. Social activity 
will not be lacking. 

All the major accounting organizations in 
the United States will participate as co- 
sponsors. 


The Technical Programme 


The theme of the programme is the rela- 
tionship of the professional accountant’s major 
functions — accounting, auditing and financial 
reporting —to the world economy. Speakers 
will address themselves to the proposition 
that: 

“The world economy is dependent on the 
flow of capital, international trade, and 
management skilled in the organization of 
personnel and use of tools to produce goods 
and services wanted by the people. The flow 
of capital is stimulated by the opportunity 
for profit and confidence in the political and 
economic stability of the countries compris- 
ing the free world.” 


Each speaker will show how accountants 
can contribute to improvement of the world 
economy — either through facilitating the flow 
of capital and trade, or improving manage- 
ment efficiency in the production of goods and 
services. 


Accounting and the World Economy will be 
discussed in terms of the postulates and ob- 
lectives underlying accounting principles and 
the purposes of accounting in the economy. 
Influences exerted on accounting by govern- 
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ment laws and regulations and by fluctuations 
in the purchasing power of the monetary unit 
will be considered. 


A discussion of the subject, Auditing and 
the World Economy, will deal with the re- 
sponsibilities of the internal auditor, the inde- 
pendent accountant, and the relationship of 
their activities to each other. Speakers will 
give their views on whether or not wide varia- 
tions in auditing standards throughout the 
world affect the international flow of private 
investment capital. The growth of broad ser- 
vices by management to customers, employees 
and investors, as well as an awareness by the 
“common man” of his stake in competitive 
enterprise, will also be reviewed. 


Financial Reporting and World Economy, 
the third major topic, will cover the usefulness 
of financial reports to the various consumers 
for which the reports are prepared. Standards 
of disclosure and the nature of outside in- 
fluences on financial reporting will be con- 
sidered. 


Speakers at the opening plenary session will 
give broad treatment to the three major topics. 
This session will be followed by approximately 
ten simultaneous sessions, each with three 
speakers who will develop these basic topics 
in greater depth. There will be 50 to 100 
smaller informal discussion groups, each 
limited to about 25 participants. 


In answer to the invitations mailed in De- 
cember, 1960, twenty-five organizations have 
already accepted and it is estimated that the 
total attendance of visitors from all parts of 
the world will be nearly one thousand. 


Cost of Attendance 


A registration fee of $40 will be charged 
for each person from outside the United 
States who registers for the Congress. This 
will include the costs of a buffet supper, one 
luncheon for men and two for the ladies, and 
the grand ball, as well as tickets of admission 
to all planned entertainments. 


Room costs will range from $30 a day a 
person at the best hotels to as low as $5 a 
day a person at more modest establishments. 


At the minimum, it is believed that regis- 
trants may live comfortably, but not lux- 
uriously, for as little as $120 for the five-day 
period including the registration fee of $40, 
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NEWS AND NOTES 





AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


NEW SOUTH WALES 


Members’ Luncheon 


At the luncheon held at the Trocadero on 
26 April, 175 members and friends were 
present to hear an address by the Hon. C. W. 
Court, O.B.E., F.A.S.A., Western Australian 
Minister for Industrial Development, Railways 
and the North-West. The title of his address 
was “The Western Third of Australia — Its 
Future and Its Importance to the Australian 
Scene”. 


Mr. Court gave an informative talk on the 
progress of primary and secondary industries 
in Western Australia in recent years and the 
contemplated expansion of both. Western Aus- 
tralia covers approximately one-third of Aus- 
tralia and is a vast reservoir of comparatively 
untapped natural resources. He said that, in 
ithe past, Western Australia had often been 
referred to as the “Cinderella State”, but he 
felt that the proof of its rise in status lay in 
the fact that although Australia’s overseas 
trading deficit was £243 millions last year, 
during the same period Western Australia pro- 
duced a net surplus of overseas funds of 
£73.6 million. 


Western Australia is engaged on many de- 
velopmental projects at the present time, one 
of the most important being the Ord River 
Scheme, in the initial stages of which a diver- 
sion dam will be constructed to irrigate 30,000 
acres of land on which pilot farms will be 
established. When the main dam is con- 
structed, the number of acres irrigated will rise 
to 200,000. 


The sixties are regarded in Western Aus- 
tralia as the crucial years of development and 
the increasing prosperity and stability of the 
State are attracting free enterprise investment 
in secondary industry from both overseas and 
the eastern States of Australia. 


Because of its geographical position in the 
Indian Ocean area and by the development of 
its export trade with countries within this area, 
Mr. Court feels that the State could become a 
.centre of world culture and commerce within 
a generation. 

Mr. H. W. B. Chester, acting State presi- 
Ment, presided at the luncheon. The vote of 
thanks to the speaker was moved by Mr. E. A. 
Cupit, a member of the Divisional Council. 


Personal 


Mr. Douglas Scott, A.A.U.Q., A.A.S.A., 
A.C.A.A. (Prov.), fas commenced practice as 
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a public accountant and cost consultant. His 
office is situated on the first floor of the build. 
ing at the corner of Main and Patrick Streets, 
Blacktown, near Sydney. 


Mr. K. J. Stein, A.A.S.A., has been ap. 
pointed accountant of J. & A. Brown & Aber- 
main, Seaham Collieries Ltd. 


WOLLONGONG BRANCH 
Recent Lectures 


Members and students recently attended two 
lectures in Wollongong arranged by the 
Branch Council. The lecturers and their sub- 
jects were:— 


On 13 April, Mr. S. J. Harmey, assistant 
controller of stores, Sydrey County Council, 
spoke on “Stores and Stock Control” and on 
3 May, Professor W. J. Stewart, B.A., B.Com. 
(Melb.), Associate Professor of Accountancy, 
The University of New South Wales, spoke on 
“The Problem of Valuations in Annual Fin- 
ancial Statements and the Relationship of the 
Auditor’s Report”. The chair was occupied on 
both occasions by the Branch chairman, Mr. 
J. S. Inverarity. Votes of thanks to the re- 
spective speakers were moved by Messrs. R. 
J. Chambers and D. J. R. Roberts. 


BROKEN HILL BRANCH 
Office-bearers 
The following office-bearers have been 
elected by the Branch Council; Chairman: Mr. 
J. F. Field, F.A.S.A.; Deputy Chairman: Mr. 
A. A. Miller, A.A.S.A. 


VICTORIA 


Election of Office-Bearers 


The following office-bearers have been 
elected for the ensuing year:— President: Mr. 
E. J. L. Tucker; vice-president: Dr. H. F 
Craig; hon. treasurer: Mr. V. L. Solomon. 


Cycle Billing Convention 


An afternoon convention and demonstration 
of equipment used in cycle billing with the 
application of microfilming techniques was 
held at the Employers’ Federation Building on 
20 April with an attendance of 110. The con- 
vention commenced at 2 p.m. and after some 
opening remarks by the chairman, Mr. V. L 
Solomon, two 40 minute papers on cycle bill- 
ing were presented. The first, which dealt with 
cycle billing techniques and their place i 
modern business, was delivered by Mr. R. M 
Hadley, F.A.S.A., manager, Electronics Div 
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sion, The National Cash Register Co. Pty. Ltd. 
and the second, which dealt with practical ex- 

riences in a recent change-over from 
monthly to cycle billing, was delivered by Mr. 
B. McK. Revill, A.A.S.A., assistant account- 
ant, the Myer Emporium Ltd. 

After a tea break, those present were formed 
into two groups which in turn saw demon- 
strations of equipment, one presented by Bur- 
roughts Ltd. and the other by the National 
Cash Register Co. Pty. Ltd., supplemented by 
equipment supplied by Kodak (Aust.) Pty. Ltd. 

The convention concluded at 5.10 p.m. The 
paper delivered by Mr. Hadley is published in 
this issue of The Australian Accountant at 
page 309. Mr. Revill’s paper will appear in 
the July issue. Copies of the lectures are 
available in limited numbers for purchase from 
the Victorian Division at five shillings each. 


Monthly Luncheon 

Mr. P. G. Law, C.B.E., M.Sc., F-Inst.P., 
director, Antartic Division, Department of Ex- 
ternal Affairs, was the speaker at the luncheon 
held at The Victoria Ltd. on 9 May. His sub- 
ject was “Unlocking Antarctica”. Having re- 
cently returned from a voyage to set-up and 
provision Australia’s establishments on the An- 
tarctic continent, Mr. Law’s talk was of great 
interest and members enjoyed the tales he told 
of the remarkable feats of improvisation 
achieved by Australia’s present-day explorers 
in the frozen south. 


Personal 

Because of ill health, Mr. Frederick Gras- 
sick has retired from the partnership of 
Messrs. David Fell & Co., public accountants, 
of 360 Collins Street, Melbourne. 

Messrs. Harris & McLaren (public account- 
ants) have admitted Mr. E. E. Haines to the 
partnership. The firm will continue under the 
same name and at the same address, 340 Little 
Collins Street, Melbourne. 


Messrs. G. F. Yates and Son, public ac- 
countants, have admitted Mr. S. W. Yates (a 
son of Mr. G. F. Yates) into partnership. The 
practice will be carried on at the same address, 
182 Collins Street, Melbourne, under the same 
firm name. 


QUEENSLAND 


Members’ Lecture 


The April evening meeting for members 
held at the usual venue in Brisbane attracted 
an attendance of over 100. “Some Aspects of 
the Queensland Companies Bill” was the sub- 
ject. The speaker on this occasion was Mr. W. 
A. Park, B.Com., F.A.S.A., general manager, 
Queensland Trustees Ltd. and a Society repre- 
sentative on the Queensland Company Legis- 
lation Standing Committee which recently sub- 
mitted a detailed report on the Queensland Bill 
to the Government. 

Mr. Park commented on many of the 
changes in company law envisaged by the Bill 
and made comparisons with the present law. 
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He pointed out that the Bill, which was ex- 
pected to be enacted in 1962, was based on 
the Uniform Companies Bill accepted for 
adoption by all States with minor variations to 
fit local conditions. 


Income Tax Group 

The Income Tax Discussion Group con- 
tinues to hold monthly meetings at the Over- 
seas League Rooms, Eagle Street, Brisbane, 
under the able chairmanship of Mr. K. M. 
Shaw. At the meeting on 4 April, Mr. Shaw 
discussed Section 65 of the Income Tax Act, 
and on 2 May, Dr. E. J. Hajek, lecturer in 
law at the University of Queensland, led the 
discussion. At each meeting, time is provided 
for points of interest and problems to be pre- 
sented for noting or comment by the members 
present. Members not already on the mailing 
list for notices of the Group's activities are 
reminded of the arrangements. Tea is served 
from 5.15 p.m. to 5.40 p.m. and the meeting 
closes at 7 p.m. Circulars are issued to 
interested members on application. 


TOWNSVILLE BRANCH 

Change of Address 

The office of the hon. secretary of the 
Townsville Branch (Mr. C. E. Smith), is now 
located on the first floor, Insurance House, 
Lower Denham Street, Townsville. The tele- 
phone number, 4136, and post office box num- 
ber, 130, remain unchanged. 


SOUTH AUSTRALIA 


April Luncheon 


Mr. A. Bertram Cox, a member of the 
Society and well-known Adelaide personality, 
addressed members of the Division at the 
luncheon held at the South Australian Rail- 
ways Refreshment Rooms on 24 April. Mr. 
Cox who recently returned from an extended 
visit to South America gave an interesting ad- 
dress on some of his experiences and im- 
pressions of that country. 


July Lecture 

The July lecture will be held at the South 
Australian Institute of Technology on Monday, 
17 July, and the speaker will be Mr. Mervyn 
Powell of the Electricity Trust of South Aus- 
tralia on the subject, “The Short-Term Money 
Market”. 


WESTERN AUSTRALIA 


Fremantle Luncheon 

The second Fremantle luncheon arranged 
for members was held on 19 April, the 
speaker being Mr. H. Austen Lee, A.A.S.A., 
manager of Perth Airport, who gave an inter- 
esting talk on the varied activities which take 
place at a busy air terminal. 


Perth Luncheon 


At the members’ luncheon held on 27 April, 
the speaker was Dr. Keith Sheard, senior re- 
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search officer, Fisheries and Oceanography De- 
partments, C.S.I.R.O. The title of his talk was 
“A Crayfisherman’s Day”, and he brought to 
his audience an enlightening word picture of a 
day’s work with the crayfish pots. 


Personal 

Mr. E. C. Benness, F.A.S.A., has been re- 
elected chairman of the Western Australian 
branch of the Australian Division of the 
Chartered Institute of Secretaries. Mr. W. N. 
Morrison, F.A.S.A., and Mr. F. H. Felton, 
A.A\S.A., A.C.A.A., have been re-elected vice- 
presidents and Mr. V. C. Kelly, A.A.S.A., 
honorary treasurer respectively of the branch. 

Mr. C. G. Hammond, F.A.S.A., of Perth, 
has been elected Australian president of the 
Chartered Institute of Secretaries. 

Mr. W. N. Morrison, F.A.S.A., president of 
the Taxpayers’ Association of Western Aus- 
tralia, is an official delegate to the 1961 Fede- 
ral conference of the Federal Taxpayers’ As- 
sociations of Australia. 


TASMANIA 


Election of Office-bearers 

The Divisional Council has elected the fol- 
lowing office-bearers for 1961-62:—President: 
Mr. A. H. Braby; vice-president: Mr. M. McL. 
Glennie; hon. treasurer: Mr. R. Woolley. 


NORTHERN BRANCH 

Annual Meeting and Dinner 

The eighth annual meeting of the Northern 
Branch was held at the Brisbane Hotel, Laun- 
ceston, on 14 April. The Branch chairman 
(Mr. G. G. C. Woolley) presided, and there 
was an attendance of approximately 40 mem- 
bers. Mr. Cummins represented the 
State president, who was unable to attend. 

Messrs. J. G. Clark and G. G. C. Woolley 
were re-elected members of the Branch Coun- 
cil, and Mr. C. Honey was re-elected auditor. 

At the conclusion of the annual meeting, 
members attended a dinner. The guest speaker 
was Mr. A. Ferrall, who spoke on im- 
pressions of his recent overseas’ tour, including 
the Rome Olympic Games. 


Office-bearers 


The Branch Council re-elected Mr. G. G. C. 
Woolley chairman fer the ensuing year and 
appointed Mr. J. T. Rockliffe assistant hon. 
secretary. 


_—_—_ + - 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


NEW SOUTH WALES 
Lectures 


April was a busy lecture month for mem- 
bers of the N.S.W. Division of the Australian 
Accountants’ Students’ Society. In addition to 
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three week-night lectures, morning and after. 
noon lectures were held on Saturday, 15 April, 
The latter were particularly well attended and 
the chairman throughout the day was the 
Students’ Society’s president, Mr. L. H. Talbot, 
F.A.S.A. 

A lecture on Advanced Accounting “A”, 
given on 11 April by Mr. A. A. Forster, 
F.A.S.A., a senior lecturer in accountancy at 
The University of New South Wales, was both 
instructive and entertaining. 


Mr. Forster reviewed the first paper ag set 
for the two previous examinations, bringing 
out the essential points and showing, by means 
of helpful examples, the advantages a candi- 
date gains by supplying additional relevant in. 
formation indicating a good grasp of the sub- 
ject matter of the question. He also reviewed 
methods which could be used to advantage 
when a question called for an analysis from a 
particular point of view, e.g., from that of a 
client, an executive, a shareholder or a pros- 
pective investor. 


It was pointed out that ratios were needed 
which would supply those interested in a com- 
pany’s affairs with an analysis related to the 
aspect from which they viewed its activities, 
and which gave them a broad view of all of 
the units— where groups of companies were 
involved. It was frequently assumed that the 
company, the legal form, was a satisfactory 
and relevant unit for purposes of financial 
analysis. This was not true in many cases. To 
examine only one company’s accounts, where 
that company was a unit in a closely co- 
ordinated group, could well be akin to examin- 
ing only one piece of a jig-saw puzzle. 

Working capital ratios and proprietary ratios 
were discussed and brief notes were supplied 
on earnings ratios, share-price earnings ratios, 
a price growth index, the impact at conversion 
of convertible notes, and a resume of the 
various matters of special interest to investors. 


The morning lecture on Saturday, 15 April, 


was given by Mr. L. Bowra, LLB. 
A.A.S.A., on the subject, Commercial Law 
“A”. Notes which had been prepared by the 
lecturer were distributed and the subdivisions 
of the subject were taken in the order of these 
notes together with the related text-book mate- 
rial. Mr. Bowra emphasised the necessity for 
the student to cover the syllabus and ap- 
preciate the principles pertaining to the facts of 
the cases which were given. Certain rules must 
be memorised and the application of these 
rules was then a matter of the particular ci- 
cumstances presented by the examination ques 
tion. 

The section of The Australian Accountant 
reviewing recent decisions of the courts relat- 
ing to commercial law topics should be studied 
as in this way the students keep themselves I0- 
formed and understand how the principles 0 
contract law and sale of goods are being 4P 
plied by the courts. 
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The Saturday afternoon lecture was pre- 
sented by Mr. G. Howitt, B.Ec., A.A.S.A., 
AC.A.A., the subject being Accounting and 
Auditing, Stage I. Mr. Howitt’s notes, which 
were distributed, ran to twenty foolscap pages, 
including past examination questions and sug- 

gested answers thereto, and indicated the 
thoughtful care which lecturers devote to these 
occasions. Preparation for an examination by 
analytical consideration of practical work as 
well as understanding of the text-book mate- 
rial was stressed. Examination technique was 
discussed including the value of satisfactory 
English expression, spelling and neatness. 

The main topics discussed during the after- 
noon were consignments, stocks, branches, pas- 
toral enterprises and single entry. Alternative 
treatments of the branch problem according to 
the examiner’s requirements were illustrated 
and compared on the blackboard. 

On April 19, Mr. N. F. Stevens, F.A.S.A., 
took as his subject, “Auditing and Business 
Investigations”. Mr. Stevens drew most of his 
illustrations from practice and he related text- 
book teachings to actual procedures. The pur- 
pose of the audit or investigation had to be 
considered, e.g., whether for existing share- 
holders or for intending investors. Stock re- 
mains a difficult asset for an auditor to value 
and many aspects have to be considered; that 
is, not only the completeness of the stock 
records and their currency but the calibre of 
the staff handling such records. An auditor 
must exercise skill and judgment as well as 
arithmetical ability, and experience is of utmost 
importance. 

Questions were answered by the lecturer 
concerning the method of treating long service 
leave, goodwill and share valuations and the 
accepted means of recording a loss in the 
balance sheet as regards the provision for 
taxation. 

Mr. R. G. Dryen, F.A.S.A., F.C.A.A., lec- 
tured on Advanced Accounting B on 27 April. 
Mr. Dryen worked through question 3 of the 
October, 1960, Paper 1, on the blackboard and 
answered students’ questions on many of the 
points demonstrated. Integration of the gene- 
ral ledger and the cost ledger was shown to be 
similar to the integration of the general ledger 
and the debtors’ ledger by means of the con- 
trol account. 

A general discussion of the treatment of 
variance followed and an illustration of the 
treatment of variance from standard cost was 
examined in detail. 


VICTORIA 


Recent Lectures 


On 24 February, Mr. J. McCann, B.Com., 
AAS.A., of Austral Bakeries Ltd., spoke on 
the topic ‘ ‘Budgeting and Budgetary Control”. 
On 8 March, Mr. J. D. McKenzie of G. J. 
Coles & Co. Ltd., spoke on the subject “Sys- 
tem of Control of Retail Stocks”. 
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Mr. R. S. Watson, B.Com., A.A.S.A., of J. 
R. Coghlan & Co. Pty. Ltd., delivered a series 
of lectures on “Holding Companies” on 10, 17 
and 20 March. 


On 6 April, Mr. V. L. Gole, F.A.S.A., 
A.C.A.A., public accountant, spoke on “Valua- 
tion of Shares” and on 12 April “Principals 
and Agents” was the subject discussed by Mr. 
G. W. A. Douglas, Public Trustee for Victoria 
and lecturer in Commercial Law, School of 
Accountancy, Royal Melbourne Institute of 
Technology. 


Approaching Lectures 

On Monday, June 26, and Friday, June 30, 
Mr. A. E. Speck, B.Com., F.A.S.A., of Messrs. 
A. E. Speck and Associates, will lead discus- 
sions on solutions for the recent examinations. 
Mr. G. Woodward will speak on “Losses of 
Previous Years” on Tuesday, July 12, at 1.10 
p.m. 

Evening lectures will begin at 5.45 p.m. and 
not at 6.30 p.m. as in previous years. Unless 
otherwise indicated, these lectures will take 
place at the general meeting room of the 
Chamber of Manufactures, Flinders Street, 
Melbourne. 


Factory Visit 

On Tuesday, 11 July, at 6 p.m. members 
will make a visit of inspection of activities at 
the offices of the Herald and Weekly Times 
Ltd., Flinders Street, Melbourne. 


—_— ?¢ 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


QUEENSLAND 


Members’ Luncheon 

At the April discussion meeting held at 
McDonald’s restaurant, Mr. Noel Quelch, per- 
sonnel manager, Taubmans (Qld.) Pty. Ltd. 
and president of the Institute of Personnel 
Management (Queensland), discussed the sub- 
ject, “Costing People — Salary Evaluation”. 
Mr. Quelch said that salary determination 
should be closely linked with job evaluation 
but, that all too often, companies failed to ap- 
praise correctly or fully the many factors in- 
voved when fixing salaries. He mentioned that 
insufficient attention by management to this 
matter contributed to staff turnover and 
affected the overall efficiency of the business 
concern. 


VICTORIA 


Election of Office-bearers 

At the meeting of Divisional Council on 10 
April, the following office-bearers were elected: 
President: Mr. F. A. Buttner; vice-president: 
Mr. W. L. Dick; hon. treasurer: Mr. D. C 
Jacobi; publicity officer: Mr. W. H. Weekes. 


Mr. R. O. Thiele was elected observer on 
the Victorian Divisional Council of the Aus- 
tralian Society of Accountants. Messrs. F. A. 
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Buttner, H. F. Fox and R. O. Thiele were 
elected as the Victorian representatives on the 
General Council of the Institute. 


Committees for 1961 


In accordance with its policy of promoting 
a wide range of activities for members, and 
encouraging members to participate actively in 
the work of the Institute the following com- 
mittees were constituted by Divisional Council 
at its meeting on 8 May. 

Executive Committee:—Messrs. F. A. Buttner 
(chairman), W. L. Dick, D. C. Jacobi, D. 
M. Cronin. 

Activities Committee:—Messrs. W. L. Dick 
(chairman), E. H. Niemann, H. S. Southam, 
W. H. Weekes, N. K. Angus, F. J. Brindley, 
C. K. Dickens, R. G. Hobbs, D. A. Mc- 
Leod, J. M. Vance, F. C. Lawson. 

Consultative Committee:—Messrs. H. F. Fox 
(chairman), F. A. Buttner, R. O. Thiele, 
G. E. Fitzgerald. 

Discussion Groups Committee:—Messrs. A. F. 
J. Sutherland (chairman), D. M. Cronin, K. 
Cross, E. H. Niemann, A. C. Aldridge, J. 
Dunstan. 

Finance Committee:—Messrs. D. C. Jacobi 
(chairman), D. M. Cronin, A. F. J. Suther- 
land, R. S. Sharp. 

Membership Committee: — Messrs. D. M. 
Cronin (chairman), K. Cross, H. F. Fox, 
W. P. Round, W. L. Dick. 

Public Relations and Membership Promotion 
Committee:—Messrs. W. H. Weekes (chair- 
man), K. Cross, W. P. Round, H. S. 
Southam, V. A. Hill. 

Research Controlling Committee:—Messrs. A. 
F. J. Sutherland (chairman), K. Cross, E. 
H. Niemann, D. C. Jacobi, A. H. Blamey. 

Students’ Society Committee:—Messrs. W. P. 
Round (chairman), H. S. Southam, J. A. 
Goodwin, L. W. Thompson. 


The active participation of the two repre- 
sentatives of the Australian Society of Ac- 
countants on Divisional Council, Messrs. G. E. 
Fitzgerald and R. S. Sharp, is particularly 
welcomed. 


May Convention 

The fourth annual convention of the Vic- 
torian Division of the Institute was held at the 
Australian Administrative Staff College, Mount 
Eliza, on the weekend of 12 to 14 May. The 
theme of the convention was “Widening Hori- 
zons for the Management Accountant”. 


An experienced team of lecturers from in- 
dustry and commerce presented case studies 
which described how research had been con- 
ducted into the supply, production and sales 
functions of some of our most successful pub- 
lic companies, which had paid off in remark- 
able cost savings and increased profits. This 
broader view of business activity is being taken 
by financial managers overseas, and it was de- 
cided that adaptation of these techniques on a 
wider scale in Australia would reduce the costs 
of exports and achieve a greater measure of 
economic stability in the country. 
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So successful was the convention that the 
Activities Committee proposes to make ar. 
rangements for members to meet and discuss 
in more detail the research problems and new 
techniques presented at the convention. 

Accommodation at the convention was 
booked out and delegates agreed that it was a 
most stimulating week-end. Not only was a 
high standard of discussion maintained 
throughout, but delegates appreciated the op. 
portunity to meet fellow members socially and 
to exchange views on recent management ac- 
counting developments and technical problems 
of mutual interest. 

Direct Costing Discussion Groups 


Discussion groups on direct costing were 
held on 12 and 26 April, and were led by 
Messrs. D. C. Jacobi and F. A. Buttner. 

The practical problems associated with using 
direct costing for exports and for pricing 
problems generally were discussed and the 
advantages of such a system were outlined. 

The number of members attending and the 
quality of the discussion which followed, 
clearly showed that this topic is one of vital 
interest to many members. 

Costing for Export 

The Institute has been most fortunate in 
obtaining the consent of Dr. W. A. Wester- 
man, secretary, Department of Trade, to lec- 
ture on “Costing for Export” on 22 June. The 
Institute considers that this subject is one of 
national importance as Australia suffers from 
an underlying imbalance of payments caused 
by export income being insufficient to pay for 
all imports. 

The adoption of sound management ac- 
counting techniques when costing for export 
can not only benefit each individual firm, but 
in the long run would be of permanent bene- 
fit to the Australian economy. 

Members will be circularised in regard to 
the venue of this lecture and are particularly 
asked to notify their attendance promptly, as 
seating accommodation will be strictly limited. 


o~-_ 


COST ACCOUNTANTS’ STUDENTS 
SOCIETY 


VICTORIA 


Review of Progress 

The Cost Accountants’ Students’ Society 1s 
enjoying its second year of successful opera- 
tion since its formation in 1960. Formed by 
Victorian Divisional Council to augment 
students’ theoretical knowledge by practical 
example, the Society is functioning effectively 
under the chairmanship of Mr. W. P. Round, 
and with the enthusiastic support of members 
of the Institute. 

Activities already completed this year I- 
cluded a factory visit to Nylex Products Pty. 
Ltd., manufacturing subsidiary of Moulded 
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re GooD YEAR 
‘FOR M.L.C. 
POLICYHOLDERS 


The 74th Annual Report of the M.L.C. makes pleasant reading indeed 

for its 1,700,000 policyholders. For the fifth year in succession bonus rates 
have been increased — in fact, for all classes of policy the compound rates 
of bonus now declared are the highest in the history of the company. 


The reasons for this good news are sums assured and bonuses in force 

many, but they reflect the prosperity now exceed £700,000,000, and 

of a vigorous company in an £10,000,000 was paid in claims to 

expanding economy. Increased policyholders during 1960. 

investment earnings, new, better, 

streamlined management methods, mah om ~e = — — 

and a rapid growth of new business ngth, P oo 
: more and more valuable with the 

over many years have all combined to ine of th - 

produce a year of record profits. a — 

Altogether, the M.L.C. wrote over If you would like to share in this 

£100,000,000 of new business during prosperity, please telephone and 

the year with an annual premium arrangements will be made for an 

income of over £3,700,000. Total M.L.C. representative to call. 


THE MUTUAL LIFE AND CITIZENS’ 
ASSURANCE COMPANY LIMITED 
(INCORPORATED IN N.S.W.) 

AND FOR FIRE AND GENERAL INSURANCE 
THE M.L.C. FIRE AND GENERAL 
INSURANCE COMPANY PTY. LTD. 
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IN ALL ACCOUNTING SYSTEMS 


You get 4 BIG ADVANTAGES with 


* PAPERS 
and 
BOARD 


YOU SAVE TIME — no time wasted inserting and 


extracting carbons. 


NCR WON’T SMUDGE — copies are immediately 
and permanently smudge proof. 


BETTER COPIES — NCR gives clearer and sharper 

facsimiles. 

NCR IS CLEAN — cannot soil hands or clothing. 
& 


WHAT IS NCR? NCR is a chemically coated paper 
that eliminates the need for carbon paper. 


HOW IT WORKS. NCR uses a reaction between two 
different chemicals to reproduce copies under normal 
writing, typing or printing pressure. 


Available through printers and stationers, made and stocked by 


VICTORIA WEST AUSTRALIA 


Wiggins Teape & Alex. Pirie (Vic.) Pty. Ltd. Wiggins Teape & Alex. Pirie (Vic.) Pty. Ltd. 
Conqueror House, 206-8 Queen St. 73 George St., Perth. 21 8791, 21 3871 
Melbourne. MU 8633 (5 lines) 


NEW SOUTH WALES SOUTH AUSTRALIA 


A. E. W. Short Pty. Ltd. 


Wiggins Teape & Alex. Pirie (N.S.W.) Pty. Ltd. 
51 4531 


483 Kent St., Sydney. MA 6964 (5 lines) 19 Anster St., Adelaide. 
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Products (A’asia) Ltd., where a most interest- 
ing case study was presented to students. This 
was followed by a visit to the company’s new 
ED.P. installation. 


Two discussion groups have also been con- 
ducted, at which questions from past examina- 
tion papers were discussed by students with a 
panel of leading cost accountants. The en- 
thusiasm shown by the students was a stimu- 
lating reward for the interest displayed in the 
Students’ Society by these experienced Insti- 
tute members. 


A demonstration of punched card equip- 
ment at Felt & Textiles of Australia Ltd. has 
been arranged for 22 June and members will 
be circularised. Attendance is strictly limited 
and members are asked to reply early to en- 
sure inclusion in the visiting party. 

On 13 and 20 July, a review of the May, 
1961, examination papers will be held; while 
on 19 August a demonstration of a standard 
costing system is planned at Bradford Cotton 
Mills Ltd., Footscray. 


*-_ 


AUDITING AND INDEPENDENCE 


At page 240 of the May issue of The Aus- 
tralian Accountant reference was made to an 
article entitled “The Need for a New Rule of 
Independence” contributed by T. G. Higgins 


to The Journal of Accountancy (the official 
publication of the American Institute of Cer- 
tified Public Accountants). Our attention has 
been drawn to the possibility that our re- 
ference to the article could have created an 
erroneous impression in the minds of persons 
not familiar with the Institute’s present rule in 
respect to auditing and professional conduct. 


Briefly, the present rule bars an Institute 
member from certifying the financial state- 
ments of public companies and/or those re- 
gistered with the Securities and Exchange 
Commission if the member is an officer or 
director of the client organisation or has any 
direct financial interest or a material indirect 
financial interest therein. 


An amendment to this rule has been put 
forward which seeks to extend the operation 
of the rule to embrace virtually all companies, 
public and private. It would have the effect 
of bringing the Institute’s rule on this matter 
into line with the S.E.C. rules which forbid 
independent auditors from having any financial 
interest in the client company. 


Proponents of the amendment do not claim 
or impute that Institute members who have a 
financial interest in a client’s affairs are in- 
volved necessarily in any questionable dealings, 
but they want the Institute to have a single 
Standard for its members in respect of all 
classes of companies. 
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NEW BOOKS 


Recent additions to the Society’s Central 
Library, Melbourne. Requests for books 
should be made through Divisional lib- 
raries. 

Accountancy, 3rd ed. W. Pickles. London, 
Pitman, 1960. 1419 pp. 

Accounting trends and techniques, 14th ed. 
American Institute of Certified Public Ac- 
countants. New York, 1960. 274 pp. 

Audit reports: their nature and significance. 
Canadian Institute of Chartered Account- 
ants. Toronto, 1961. 32 pp. 

Australian gift and estate duties, 4th ed. B. 
Seletto. Sydney, Butterworth, 1961. 306 pp. 

Bookkeeping and accountancy for solicitors. P. 
Harrison and A. G. Hillman. London, 
Butterworth, 1960. 263 pp. 

The city. P. Ferris. London, Gollancz, 1960. 
224 pp. 

Concepts of depreciation. L. Goldberg. Syd- 
ney, Law Book Co., 1960. 130 pp. 
The corporation in modern society. 
Mason ed. Cambridge, Mass., 

Univ. Press, 1960. 335 pp. 

Executive decisions and operations research. 
D. W. Miller and M. K. Starr. Englewood 
Cliffs, N.J., Prentice-Hall, 1960. 446 pp. 

Financial organization and management of 
business, 4th rev. ed. C. W. Gerstenberg. 
Englewood Cliffs, N.J., Prentice-Hall, 1959. 
624 pp. 

Form and contents of published financial 
statements, 2nd ed. A. A. Fitzgerald and G. 
E. Fitzgerald. Sydney, Butterworth, 1960. 
342 pp. 

General financial knowledge: the principles 
and practice of finance, 7th ed. E. M. Tay- 
lor and C. I. Lawton. Harpenden, Text- 
books Ltd., 1960. 340 pp. 

Handbook of business mathematics. W. R. 
Minrath. Princeton, N.J., D. Van Nostrand 
Co., 1959. 658 pp. 

How to operate a restaurant. P. Dukas and 
D. E. Lundberg. New York, Ahrens Pub- 
lishing Co., 1960. 276 pp. 

Invest your money wisely. W. H. Roberts. 
Sydney, Angus and Robertson, 1960. 158 pp. 

Management accounting and profitability. C. 
Bostock. London, Pitman, 1960. 160 pp. 

Mathematics of accounting, 4th ed. A. B. Cur- 
tis and J. H. Cooper. Englewood Cliffs, 
N.J., Prentice-Hall, 1961. 566 pp. 

Public relations and management. D. Finn. 
New York, Reinhold, 1960. 175 pp. 

The substance of economics, 15th ed. H. A. 
Silverman. London, Pitman, 1960. 379 pp. 

Systems analysis for business management. S. 
L. Optner. Englewood Cliffs, N.J., Prentice- 
Hall, 1960. 276 pp. 

Teaching bookkeeping and accounting. V. A. 
Musselman and J. M. Hanna. New York, 
McGraw-Hill, 1960. 376 pp. 


. 2 
Harvard 
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BOOK REVIEW 


Australian Company Mergers, 1946-1959; by 
John A. Bushnell, B.A. (Yale), M.A. 
(Melb.), Melbourne University Press, 
Royal 8vo, full cloth. Price 37/6. 

This is an excellent book on a subject on 
which there is much talk in Australian busi- 
ness circles, but not nearly as much solid 
thinking as there should be. The result of re- 
search by Mr. Bushnell, who came to Mel- 
bourne in 1956 as a Fulbright Scholar, it in- 
cludes his work on his thesis for a Master of 
Arts degree at the University of Melbourne. 

Though the text and the underlying research 
are a fine testimony to the academic prowess 
of the author, it should be of great interest to 
the practical businessman as well as the stud- 
ent of finance and economics. Indeed, it is in 
many ways an authoritative history of busi- 
ness expansion in Australia in a period of 
rapid development. 

Part I describes the development of merger 
activity from 1946 to 1956 and Part II covers 
merger activity in the “restrained prosperity” 
of the years from 1956 to 1959. 

The detailed analysis of the reasons for 
mergers — both the reasons actuating sellers of 
the taken-over companies and the reasons for 
purchase by the taking-over companies — 
shows that mergers take place for a variety of 
reasons not immediately apparent to the 
casual observer. 


To my mind one of the most useful lessons 
in the text for the accountant is the section in 
Chapter I headed: “Accounting for Take. 
Overs —the False Use of Par Value”. Very 
interesting too, is the examination of mergers 
and exceptional growth in Chapter IV. Here. 
Mr. Bushnell satisfactorily answers the ques- 
tion of which came first the chicken (growth) 
or the egg (merger). 

Now that the possibility of legislation to 
protect the community against restricted com- 
petition has been mentioned in Australia, the 
author's consideration of how Australian 
mergers would have fared under U.S. law is 
very topical. 

His analysis of mergers, concentration and 
competition, in various industry groupings is 
most informative. In tracing the development 
of mergers and their effect in different in- 
dustries the book does give an_ interesting 
thumb-nail sketch of recent business history. 

Perhaps the best way to sum up what this 
book offers to the Australian accountant, busi- 
nessman, or student of finance is to quote 
from the foreword by Sir Alexander Fitz- 
gerald: “It is valuable not only as an absorb- 
ingly interesting history of a decade of par- 
ticularly rapid evolution in Australian in- 
dustrial organisation, but also because of its 
dispassionate analysis and, in some instances, 
constructive criticism of motives and methods, 
and its comparison of developments in Aus- 
tralia with those in U.S.A.” 

AUSTIN DONNELLY 





PROFESSIONAL NOTICES 


ACCOUNTANTS 


Price Waterhouse & Co., chartered accoun- 
tants, have vacancies in their Sydney, Mel- 
bourne, Brisbane, Adelaide and Perth offices 
which offer opportunities of rewarding and 
satisfying careers to men having the requisite 
technical knowledge and organizing ability for 
appointment to senior staff positions. 


Applicants should be qualified or near- 
qualified accountants with professional or busi- 
ness experience and the personal qualities which 
fit them to take responsibility and work with 
a minimum of supervision. The firm offers a 
wide range of specialist services to clients but 
appointments will be made to the audit staff 
in the first instance. 

Salaries are graded according to experience 
and ability. Membership of a _ contributory 
superannuation fund will be open after a 
qualifying period of service. 

Applications should be addressed to “Staff”, 
Price Waterhouse & Co., in any of the above 
cities. 
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Rate per line 5/- 
minimum per insertion 15/-. 


SEARCHES, lodging and all other matters 
at Companies and Business Name Branches 
attended to. Company Services (Vic.) (John 
Lloyd, ex-Deputy Registrar General and Assis- 
tant Registrar of Companies), 443 Little 
Collins Street, Melbourne. Tel. 67-3861. 


POSITIONS VACANT. Chartered accoun- 
tants wish to employ on a_ part-time basis 
between the months of July and December a 
retired practitioner or clerk with sound income 
tax knowledge. Interested applicants should 
reply in writing to:— “Employment”, Box 
2004, G.P.O., Sydney, N.S.W. 


ACCOUNTANT, Associate of Society, 
wishes to re-enter public accountant’s office 
with a view to eventual partnership. Would 
consider senior commercial position. Reply 
No. 774, c/- Australian Society of Accoun- 
tants, 37 Queen Street, Melbourne. 


ASSOCIATE wishes to purchase small prac- 
tice city or suburbs, would consider partner 
ship proposition. Reply No. 773, c/- Aus 
tralian Society of Accountants, 37 Queen 
Street, Melbourne. 


The Australian Accountant, June, 1961 
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ACCOUNTANTS 

MANAGEMENT CONSULTANTS 
ECONOMICS GRADUATES 
COMMERCE GRADUATES 
CHEMICAL ENGINEERS 

CIVIL ENGINEERS 
MATHEMATICIANS 


IBM Australia wants to train qualified people 
in the above fields as Data Processing repre- 
sentatives. 

Representatives are responsible for the use 
of Electronic Data Processing Machines in 
business, government, universities and industry. 
They are trained to be conversant with all 
IBM products, from punched-card machines to 
the IBM 7090, the largest computer being used 
in the world. In technical areas, Applied 
Science representatives with engineering or 
science degrees are required. 

Special requirements are in the fields of life 
and general insurance, retail stores, manufac- 
turing, planning and production control, and 
State government. 

The income of trained representatives ex- 
ceeds £3,000 p.a. 

A full range of non-contributory staff bene- 
fits is offered, including a superannuation plan. 


The preferred age is under 30. 

IBM is the world’s recognized leader in 
Data Processing. 

Please write to the 


Manager, 
IBM Australia Pty. Ltd., 
P.O. Box 347C, 
Elizabeth Street, Melbourne. 





CLERK required by country accountant, 
experienced in taxation matters, aged 20-30, 
good salary and prospects. Reply No. 771, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


SHARE of office facilities available at 
Adelaide in July for accountant commencing 
practice. Carpeted office with strong-room, 
space for own typiste, files, etc. Rental £5 per 
week. Telephone 53-4616 for details. 


CALCULATOR. Griffiths 40-Hour Wage 
Calculator. Price 42/-. L. C. Publishing Co., 
G.P.0. Box 5045, Sydney. 


ACCOUNTANT — with country experience 
and able to accept responsibility required as 
assistant to principal. Good prospects — 
Salary by arrangement. Reply No. 770, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 
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ACCOUNTANT 


Applications are invited for a position on 
our accounting staff. 
Duties: 

To operate directly under the State Accoun- 
tant in evaluating internal systems and pro- 
cedures and to suggest method improvements. 


Opportunities: 

Objectives and responsibilities of the posi- 
tion are broad and will provide excellent de- 
velopment and promotional opportunities. 


Qualifications: 
A qualified or near-qualified accountant, 
with some practical accounting experience. 


Location: 
The successful applicant will be based in 
Melbourne. 


Salary: 

The commencing salary will be in relation 
to qualifications and experience, but proven 
ability will determine the future salary. Pro- 
vident fund and other valuable fringe benefits 
will apply. 

Age: 

Preferably between 19 and 25 years of age. 

Applications, which will be treated confi- 
dentially, should be made either personally or 
in writing to the: 

Accountant, 
GOLDSBROUGH, MORT & CO. LTD.., 
526 Bourke Street, Melbourne. 

Tel. 60-1231. 





ARCADE SERVICES offer assistance in 
typewriting (1.B.M. electric) and duplicating. 
No shorthand. Accurate neat work at moderate 
charges. Arcade Services, Block Arcade, 98 
Elizabeth Street, Melbourne, C.1. (Telephone 
63-6725). 


MEMBER of Society in Melbourne anxious 
to acquire further experience assisting prac- 
titioners evenings and weekends in accounting 
and taxation work. Reply No. 772, c/- Aus- 
tralian Society of Accountants, 37 Queen 
Street, Melbourne. 


ACCOUNTANCY PARTNERSHIP in Mel- 
bourne requiring part-time assistance offers to 
young qualified accountant with nucleus of 
practice, separate furnished room and message, 
typing and comptometer service with view to 
ultimate amalgamation of interests. Reply No. 
768, c/- Australian Society of Accountants, 37 
Queen Street. Melbourne. 


PARTNER. Sole practitioner with consider- 
able experience is interested in joining an 
established business on partnership basis — 
Sydney or mid-N.S.W. Coastal area. Reply 
No. 769, c/- Australian Society of Accoun- 
tants, 5 Bligh Street, Sydney. 
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STUDENTS ...... ... Prepare Now! 
START EARLY 


Enrolments are now being taken for October, 1961 
and subsequent examinations. 


* Help Your Examiner * Help Your Coach 
* Help Yourself 


Specialised instruction in each Subject or Group 
available through 


L. W. CHANT, Coaching Specialist 


HOSKING HOUSE, PENFOLD PLACE, SYDNEY. 28-1596 
Your requirement is our business 


Again my advice is START EARLY .... and Best Wishes 














Keep a CHECK on your CHEQUES 4 SEALED 


NON-RESETTABLE 
with the SS ial Comemt 


CHEQUE SIGNER 


More and more busy Executives now avoid the 
tedious, time-wasting task of signing cheques by 
hand, because SIGN-O-METER does it better, and 
its signature—which is still your signature—is 
more up-to-date, business-like and forgery-proof. 
SIGN-O-METER enables you to delegate cheque 
signing to your assistant. At the same time 
SIGN-O-METER’s many advantages keep you in 
full control of all cheques signed. 


AGENTS IN ALL STATES Cheque Register Control Book with each Machine. 


We shall be pleased to demonstrate this model 

, of the “SIGN-O-METER”, as well as any other 

£ P * thrid machine from what is now Australia’s largest 
range of Manual and Automatic Cheque-Signing 


143 FRANKLIN ST., MELBOURNE, C.1. Machines. 
Phone: 34-5658, 34-5697 
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Company Resolutions 
By S. R. BROWN, LL.B., F.C.A. Chartered Acountant 


The purpose of this book is to provide a collection of precedents which will 
facilitate the drafting of resolutions for passing at board and general meetings of 
companies. 

The book contains some 250 specimen resolutions covering a wide variety 
of subjects which are listed hereunder. 


Accounts Directors Proprietary company 
Advertising Dividends Prospectuses 
Agent Foreign Company Public Officer 
Amalgamation Formal resolution Reconstructions 
Amendment General Manager Registered Office 
Arbitration Guarantee Registers 
Articles of Associa- Holding companies Remuneration 
tion Injunction Representation 
Attorney Inspectors Reserve Liability 
Auditors Insurance Reserves 
Banking Investment Sale 
Books and records Leases Seal 
Borrowing Lien Secretary 
Capital Meetings Sinking Fund 
Committees Membership Solicitors 
Compromise Name Take-overs 
Contracts Objects Underwriting 
Winding up 
There is, in addition, a valuable treatise dealing with the types and general 
conditions of the validity of resolutions, notice of business, voting, minutes, legal 


——— and general effects of resolutions and drafting recommendations. 
Price 45/-. 





EALED-IN 
SETTABLE 


= 1 AUSTRALASIAN TAX DECISIONS 


Vols. 1-11 (1930-1959) 


GENERAL INDEX AND 
TABLE OF CASES 


Compiled by 
J. V. RATCLIFFE and J. Y. McGRATH 


This COMPREHENSIVE INDEX covers the decisions on taxation reported 
in vols. 1-11 of the Australasian Tax Decisions (A.T.D.). There is also included 
a table of the cases reported in these volumes indicating the subject-matter, the 
legislation dealt with and the court which made the decision. 

This index will enable you quickly to find the information you desire and will 
prove to be a most valued means of first reference. 


The index is offered to subscribers at 37/6, non subscribers 45/-. 


THE LAW BOOK CO. OF AUSTRALASIA PTY LTD. 


140 Phillip Street, 456 Little Collins Street, 30 Adelaide Street, 
Sydney. Melbourne. : Brisbane. 
28-8041 67-7888 2-8882 
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RELIEF FOR 
RETAIL STORE 
ACCOUNTANTS 


Reliant microritmMer 


CYCLE BILLING PLUS RECORDAK 














Contact your nearest Kodak 
Branch for complete details! 


MICROFILM 


The Cycle Billing System 
spreads the work of the 
Accounts Department over 
the month. Non-descriptive 
billing combined with photo- 
graphy permits the return to 
the customer of the store's 
copies of the sales bills with 
the statement, since the store 
has a microfilm record for its 
files. The advantages of the 
system include the relief o! 
end-of-the-month pressure on 
the Accounts Department, the 
regulating of the flow of pay- 
ments, the reduction of the 
number of queries, and the 
lessening of. personnel and 
space requirements. The 
easiest way to photograph 
your statements and sales bills 
is with the aid of the 
‘Recordak’ Reliant Micro 
filmer. This remarkable micro- 
filmer permits approximately 
15,000 to 20,000 sales records 
or documents to be recorded 
on 100 ft. of film. Cycle 
Billing can help your 
Accounts Department, and 
the Reliant Microfilmer is an 
enormous help to Cycle 
Billing. 


KODAK (Australasia) PTY. LTD. 
Branches in all States 
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pun Halvorsen 


on a memorable 
winter cruise at 


reduced rates 


You leave all your worries ashore 

when you board a luxury Halvorsen 

cruiser at beautiful Bobbin Head. 

Take advantage of the specially 

reduced winter rates to cruise, fish, 

tag Saag or just relax along the sunny, 
NY NAV eer sheltered waterways of the 
She — Hawkesbury, Cowan and 
Ke) picturesque Pittwater. Easy to handle Halvorsen cruisers are fully equipped 






































to sleep up to 9, for the day, or as long as you please. 
2DAK Book now for the holiday of a lifetime! 
FILM Send this coupon now for full details 
Haivorsen Boats, P.O. Box 33, Turramurra, 


Sydney. JJ 1227 


System 
of the 


ent Over Halvorsen's are distributors for Chrysier Marine Engines and Elasto- es 
lescriptive muffle Marine Silencers. Dealers for Johnson Outboard Motors. bos cms cme cee eee ee es ee ee ee ee ee ee ee 
th photo- 
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these SAVE OVER £1 000 
the store 
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rd for its 
on an ALL ELECTRIC Typewriter Keyboard Accounting Machine 


2s of the 
relief of 
-ssure on 
ment, the P - A 
wv of pay- Our rebuilt book-keeping machines carry a 


n of the TEN YEAR WARRANTY and UNCONDITIONAL 


and the 

be pow GUARANTEE for SIX MONTHS. 

pC game , : : 

ctageegh eo . All our rebuilt machines are serviced by our 
sales bills : - team of Remington trained mechanics who enjoy 
i hit eae the reputation of being the best in Australia. 
tema ae We also provide: 

mp se i aes \ @ free system review service 

recorded be ai ee ee @ free installation service 


Cycle * ms + @ free operation training, and machines are available 
) od 3g € for hire. 
nt, am g ee ? : 
ser is an ; ‘ _ Remington machines currently available include 
Cycle models 122, 124, 126, 86D and 86E. Model 


Illustrated above is a Model 86D i j > 
iia. on = 586 will soon be available. 


fully electric typewriter key- 785 
ee. te £ Our representatives would be pleased to call at any time. 


PRESELECTION EQUIPMENT (SALES) PTY. LTD. 


rouse 231 Oxford Street, Sydney. Phone FA 6616 


 —— 
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EVERY OFFICE MANAGER 
SHOULD KNOW THESE FACTS 
ABOUT OC@ SYSTEMS 


TREMENDOUS labour savings in all depart- 
ments. 


TYPING backlags are eliminated. 
INVOICES can be mailed on the same day. 


BACK ORDERS processed from the original 
Sales Order. Information is never re-written. 


THE oce’ 105—COMBINE 


If you have any queries regarding Office Systems, 
ring the Australian Distributors 


HARSTON SENSITIZING Co. Pty. Ltd. 


140 Barkly St., North Fitzroy. JW 2127-8. 4113. 


a 


QLD. — Harston Sensitizing (Qld.) Pty. 
Upper Edward St., Brisbane. 27-969. 

N.S.W.— Plan Printing & Supplies Pty. Ltd., 49 
Clarence St., Sydney. BX 1238. 

& Co. Pty. Ltd., 

Bidgs., Chesser St., Adelaide. W 2479. 


W.A.—Wm. Crosby & Co. Pty. Ltd., 
Murray St., Perth. 21-2481. 


TAS.: — Wm. Crosby & Co. Pty. Ltd., 119 Collins 
St., Hobart. 2-7761. 


INTERSTATE DISTRIBUTORS 


Ltd., 446 


S.A. —Wm. Crosby Worando 


618-620 


LISTE 


to the NEW 
PYROX Magictape Rece 


Everything sounds superb on the new 
Magictape recorder everything 
back"’ just the way you recorded it. § 
new 3 speed 2 speaker Magictape at 
favourite music or radio store today .. . 
be surprised that so much quality, so 
enjoyment, could cost so little. 


Check these NEW 
Magictape features 


@ 3 speeds — 13”, 33”, 
73” per sec.—dgives 
up to 4 hours play- 
ing time per tape. 

@ Twin speakers—for 
balanced tone. 

@ Quick reading re- 
cording position in- 
dicator. 

@ Fast rewind, fast 
forward. 

@ Separate Bass and 
Treble tone con- 


 PYROX LTD. 


14-36 Queensberry St., 
47-51 Parramatta Rd., 


Melbourne. 
Concord, Sydney. 








Agents throughout Commonwealth and 
Zealand. Also in London and New Yo 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Eric R. Jeffery & Sc 


Members of 
The Stock Exchange of Melbourne 


STOCK EXCHANGE BUILDINGS 
422-426 Little Collins Street, Melbourne, 


Telephone: 67-9171 











PHOTOSTATS 


Quick, Accurate, Economical 
Copies of Charts, Deeds, Tax 
Forms, Contracts, Wills, etc. 











COPYING COMPAN 


BW 5603.-® 28 Martin Place, SYDNE' 
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